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Appliance Burner No. L-50. Particularly 
adapted to any long, narrow combustion 
chamber. These units may be assembled 
end-to-end to make a long row of jets, or 
side-by-side to make a mk of burners. 
Will give uniform heat distribution. 
Barber 324-B rou 


Conversion Burner 
: with improved cor 
trols, encased is 
' ; streamlined hood. 


Tested and certified 


a r e requirements. 


the FINEST You Can Buy' 


The record shows that Barber Burner units, for gas appliances of all 
kinds, have been given preference for over 30 years by hundreds of 
leading appliance manufacturers. In engineering design, laboratory 
facilities, and production experience—Barber has what it takes to 

i provide the most efficient, economical units, properly adapted in size, 
shape, and all other respects, to each individual purpose. Barber 
Burners are first choice with gas experts. 


Likewise, Barber Automatic Gas Conversion Burners, tailor-made for all fur- 
naces and boilers, are recognized as TOPS in combustion efficiency and trouble-free 
service. No amount of dolled-up appearance or complicated refractory construc: 
tion, or “spreaders,” has ever been successful in offsetting the superior perform- 
ance of Barber patented Impinged Jets, intense direct flame application, and 
vacuum pre-mixture combustion. For the utmost in gas burner satisfaction—you 
can always rely on any product bearing the Barber name. 


Write for latest Catalog showing many types of Burners for Appliances, 
Gas Conversion Burners for Furnaces and Boilers, 
Regulators, and Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohic 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Condense J6 filing cabinets into 


Take Advantage of New FPC Amendment 
Let Microfilming Save Valuable Space 


Now you can convert much of your dead storage space 
to productive use. Under the recent amendment to Part 
125 of the FPC General Rules and Regulations, many types 
of records can be destroyed if they are microfilmed. And 
microfilming can save you as much as 98% in filing space! 
You will find it easy and economical to microfilm with 
Film-a-record. It is completely automatic. Remington 
Rand's exclusive system of Microdex makes it possible to 
file your records right on the film—refer to them later in a 
matter of seconds. Three types of Film-a-record Readers 
are available. You can select either a standard (shown at 
right) or a desk-height film storage cabinet. Both are auto- 
matically humidified. All Film-a-record equipment —as well 
as Remington Rand processing— meets FPC requirements. 
Film-a-record may either be leased or purchased. Or you 
can have your records microfilmed by us—using our own 
machines and operators. Write for complete details. 
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in setting up your own 
Record Retention and 
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program was put into effect. 














General Rules and Regulations. 


haps you can adapt a large part of this utility's 
bgram to meet your own particular require- 
nts. It complies in every respect with the 
neral Rules and Regulations of the Federal 
bwer Commission as well as to those of the 
. It was arrived at only after exhaustive 
dies had been made in cooperation with Rem- 





Included for your guidance in this new Management Controller is: 







))Preservation Program 


Vi A case history of methods employed by a large eastern utility in establishing and 
@ perpetuating a program for the Retention and Preservation of Records. 


2 The complete Manual of Operations adopted in 1942 when their new records 
* 


3 The complete text of the amendment to Part 125 of the Federal Power Commission’s 
* 


ington Rand. If it does no more than serve as 
a general pattern, this program should save you 
considerable time and effort. 

Ask to borrow this Management Controller. 
There is absolutely no obligation. Just write to 
Management Controls Reference Library, Room 
1994, 315 Fourth Ave., New York 10. 


Remington. Fland 


Copyright 1960 by Remington Rand Inc. 
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A FEW days ago President Truman 
sent to Congress messages filling 
in some of the details for more billions 
necessary for new military spending. At 
the same time, the administration outlined 
plans for a tax bill to take care of such 
needs. These are sobering messages, in- 
deed, and the serious reaction of Con- 
gress indicates how quickly we have 
progressed along the hard road of mo- 
bilization, within a few short weeks since 
the mid-June invasion of South Korea. 


PuBLIc utilities, along with other vital 
industries, must get used to this rapid— 
almost revolutionary—change in thinking 
and planning during such a period of 
volatile developments. Even the first 
days of the Korean crisis now appear 
hopelessly dated, in the light of present- 
day dispatches from the fighting fronts 
and from Washington. As late as the long 
week end, which many celebrated over 
the fourth of July, the prevailing impres- 
sion was that the Korean war was an in- 
terminable nuisance likely to upset every- 
body’s plans for the summer and delay 
the adjournment of Congress. But there 
was no apparent conviction that it would 
last more than a few weeks. Now, we 
hear some discussions about an American 
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LINCOLN SMITH 
counteroffensive which may not be 
launched until late winter, or early 


spring. 


T necessarily follows, of course, that 
I such a complete revamping of our 
American economy as the war effort re- 
quires will have inescapable impact on 
public utility operations. Aside from the 
obvious implications of eventual rise in 
prices of materials and controls and even 


- rationing and man-power controls, there 


is the inevitable reorientation of govern- 
ment policies regarding public works 
which are not essential to the military 
effort, and the effect of higher taxes and 
further inflation of public utility rates 
and regulation generally. 


THE editors of this publication would 
be remiss indeed if they did not seek to 
alter the direction of publication plans to 
suit the changing needs. For that reason, 
we hope in the coming weeks to bring to 
our readers prompt and practical articles 
analyzing the new and special problems 
and pitfalls which await the utilities on 
the road back to full wartime mobiliza- 
tion. 


In this issue we are able to present at 
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Has your financing program 
kept pace with the times? 


® Quite a change from the stately 
old windmill to a modern power 
plant. And from the capital markets 
of former years to those of today. 

Has your organization a com- 
prehensive program geared to 
present-day financial conditions? 
Are your financing methods and 
your approach to the financial 


ONE WALL STREET 
Capital Funds over $118,000,000 


community keeping up-to-date? 

If you would like to discuss these 
questions or others in connection 
with your business, the specialists 
in our Public Utilities Department 
will welcome the opportunity. 
They are fully qualified to give 
the expert guidance which may 
be of assistance to you. 


ST 


NEW YORK 15, N.Y. 
Total Resources over $1,100,000,000 


Wituuam N. Enstrom, Chairman of the Board 
Ricnarp H. West, President 


Public Utilities Department 
Tom P. Watken—Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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least one timely article written under the 
shadow of the Korean developments. 
That is the article on the future of the 
Rural Electrification Administration by 
McLettan SMITH, a member of our 
own editorial staff. Perhaps this article 
(beginning on page 229) asks more ques- 
tions than it answers. REA does appear 
to be nearing the end of its rural elec- 
trification program. Will the war emer- 
gency supply the practical answers to 
what REA can do next? 


es & e 0 


NOTHER up-to-the-minute article, in 
the light of recent developments in 
the field of Federal regulation, comes 
from our contributor, LincoLtn SM1TH, 
entitled “Can Southwestern States Limit 
Gas Exportation?” (beginning on page 
223). It was only a fortnight ago that 
the Federal Power Commission voted to 
rescind its Order No. 139, by the terms 
of which it had previously agreed not to 
assert jurisdiction over independent nat- 
ural gas producers and gatherers. This 
has been interpreted as presaging the en- 
try of the FPC into the field of regulating 
local production, notwithstanding oppo- 
sition in producing states which resulted 
in the recently vetoed Kerr Bill. 


A NATIVE of Maine, LINcoLN SMITH 
is a graduate of Bowdoin College and 
the University of Wisconsin (AM, 
PhD). He has taught at Yale, the Uni- 
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versity of Pennsylvania, and the Univer- 
sity of California at Los Angeles. He is 
now a political scientist specializing in 
politics and public administration and, 
this year, is a visiting scholar at Colum- 
bia University. The University of Cali- 
fornia is publishing his forthcoming book 
on Maine and New England electric 
power problems. 


* * * * * 


ie war or peace, the condition of the 
utility industry’s public relations is a 
matter of vital concern because of its 
sensitive position as a monopoly regulated 
by the government in the public interest. 
During the past few years we have seen 
some rather varied steps being taken by 
the power industry to win support. 


THE opening article in this issue, en- 
titled “A Rationale for Public Relations 
Planning,” is an endeavor to judge the 
over-all bearing of any basic plan for 
public utility endeavors in the field of 
public relations. KtMBALL JACK, author 
of this article, is now manager of adver- 
tising and publicity of the Washington 
Water Power Company. Prior to joining 
his present organization in Spokane, he 
served in a somewhat similar capacity 
with the Utah Power & Light Company 
of Salt Lake City. He attended the Uni- 
versity of Utah, specializing in economics. 


* * * * x 


E can be sure that the war in Korea 

will bring new emphasis to re- 
search, now being conducted in the field 
of synthetic fuels. Not as widely pub- 
licized as the first “Gorgas experiment” 
in underground gasification is a more re- 
cent test operation conducted at the same 
site by the U. S. Bureau of Mines in col- 
laboration with the Alabama Power Com- 
pany. Larston D. Farrar, professional 
writer, has gotten together an interesting 
account (page 210) on what this second 
Gorgas experiment is all about. 


THE next number of this magazine will 
be out August 31st. 


KX, Qs 
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Are they getting bigger, or smaller? 


NE way to keep an accurate and realistic 
line on your consumers’ kilowatt-hour 
consumption is to make an analysis of usage. 


Instead of having this data prepared in your 
own offices, however, call in the Recording 
and Statistical Corporation. 


We can analyze your bills in %4 the usual time 
...and at approximately 14 the cost of having 
them done in your own offices by your own 
competent people. 


The Bill Frequency Analyzer—which we de- 
veloped especially for consumers’ usage data 
—can analyze as many as 200,000 of your bills 
in one day. Consequently, the cost to you is 
but a tiny fraction of a cent per item. 


May we send you this? 
“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. 


utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


Power—Water Rivalry in the Golden State 


Farmers in the Central valley area of California are primarily interested in 
irrigation. But in recent months their relations with the Reclamation Bureau 
have been complicated by the so-called 9(e) contract policy of the bureau. 
Edson Abel, an official of the California Farm Bureau Federation, has writ- 
ten a critical article on the purpose of the bureau's new contract policy, 
which he believes to be the forerunner of Federal nationalization of Cali- 
fornia's water supply in that area. : 


How Soon?—Atomic Electric Power 


Problems to be faced in designing and operating an electric power plant 
are multiple and forbidding. The commercial pre a of atomic power 
still occupy a major place in plans of the Atomic Energy Commission, not- 
withstanding the sudden and abrupt change in atmosphere due to the Korean 
outbreak and the threat of local war. Herbert Bratter, professional Wash- 
ington writer, has undertaken to give us some clews on the question of how 
soon the atom will go to work for commerce and industry as a domestic 
servant on the home front. 


Intramural Problems in Nebraska's Public Power 


Nebraska, the nation's all public power state, presents an interesting para- 
dox in public ownership development. Apparently the lowest electric rates 
are being offered by municipalities which are not a part of Nebraska's public 
power system, but which have their own independently operated facilities. 
Harry T. Dobbins, veteran Nebraska editor, gives us some pertinent back- 
ground as well as penetrating discussion of problems which have grown up 
within the orbit of public power development in Nebraska. 


Private Communications—Today and Tomorrow 


The average person casually thinks of the telephone in terms of conventional 
service. Not so generally known, however, is a large body of supplementary 
communication services. One little known but notable application gaining 
wide acclaim is the adaptation of the office intercommunication device 
for educational purposes. Via this medium it is possible for handicapped 
children or young adults to be "'present'’ in their classrooms or at their 
lectures—while in fact remaining at home. Franklin J. Tobey, of the FORT- 
NIGHTLY editorial staff, describes this use, and its development, as well 
as the benefits which it has brought to many. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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INTERNATIONAL POWER 
Versatility Unlimited 


Public utilities everywhere are finding more and more 
uses for International crawler tractors. Versatile Inter- 
national “‘power on tracks” is used here by Southeastern 
Utilities Service Company of Miami, Florida, to con- 
struct a power line from the Punto Gordo booster 
station to Fort Myers, Florida, twenty-four miles away. 

An International TD-14 with a specially built fifth 
wheel truck hauls the poles from the road to the right- 
of-way. An International TD-9 raises and sets the poles, 
using a special boom 32 feet high. An International 
TD-6 pulls the six wires through the insulation to their 
permanent installation high on the pole. With this 
equipment the construction crew installs up to two 
miles daily. 

Your International Industrial Power Distributor is 
ready to supply you with the “power on tracks” to 
speed up construction operations. Solve your “power 
problem” the efficient way—with International power. 


INTERNATIONAL HARVESTER COMPANY ° Chicago 


a = 2 & 
ae ae. 


& . : Py ey 8 < _ ‘di : a ss ts Pe mat 3 i 
CRAWLER TRACTORS INTERNATIONAL 
WHEEL TRACTORS 
oraats twotnes INDUSTRIAL POWER 
POWER UNITS 
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CBaoublle Cake 


“There never was in the world two opinions alike.” 


Dwicut D. EIsENHOWER 
President, Columbia University. 


Davin E. LitienTHAL 
Former chairman, Atomic 
Energy Commission. 


J. B. THomas 
President, Texas Electric 
Service Company. 


RAYMOND MOLEY 
Columnist. 


WittraM M. Brair 
St. Louis correspondent, 
The New York Times. 


Bruce BARTON 
Professional writer. 


Criype W. Fox 
Administrator, Washoe Medical 
Center. 


AUG. 17, 1950 


—MONTAIGNE 





“They shall lose freedom who think it may be preserved 
without sweat and sacrifice.” 


“We need to stop assuming that government develop- 
ment of the atom is necessary. The sooner we get over 
this idea, the better off we will be.” 


* 


“The Rural Electrification Administration served a 
useful purpose so long as it followed its original purpose 
of extending electric service to inaccessible rural areas 
of the nation.” 


¥ 


“Citizens have begun to realize that they cannot dele- 
gate their interests to the party regulars. They are awaken- 
ing to the fact that they cannot merely hire a party to 
save them. They must become active themselves, and at 
the state, district, and local levels.” 


» 


“There has been a tendency among the lower income 
farmers, especially since they benefited in the last ten 
years, to become more articulate, To the extent that this 
sentiment does find political expression, it may mean more, 
rather than less, pressure in the direction of collectivism.” 


> 


“. . the mental attitudes of all of us must be changed. 
Some leader must arise between now and 1952 who dares 
to tell all of us—businessmen, labor leaders, farmers— 
‘The time has come to stop asking “What can I get out 
of my country?” and to ask, “What can I give to my 
country ?” Only so can America survive.’ ” 


“Like the children of 1212, most Americans seem to be 
participating in a spectacle; they are merely following 
the good-intentioned but misinformed leaders who have 
promised to lead them into a Utopia. Many Americans 
wring their hands and weep—and do nothing more be- 
cause ‘we can’t stop the trend of the times.’ But a few 


Americans protest and try to stop it; they are the ‘heretics. 
They are those who distrust any person who wants power 
over others, however good his intentions.” 


12 





FROM THE 


SMALLEST. 


TO THE 


LARGEST 
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Hyprautic turbines in all sizes, 
using either Francis or propeller type 
runners, have been built at Newport News 
for use throughout the United States and 
many parts of the world. 


Shown above is one turbine using a 
1614-inch runner in a cast iron spiral cas- 
ing and another using a 23814-inch runner 
in a riveted steel plate spiral casing. 


Newport News built hydraulic turbines, 


500 Horsepower— 


83-foot Head 


57,000 Horsepower— 


81-foot Head 


aggregating a rated output of more than 
5,900,000 horsepower, have been furnished 
for such plants as Grand Coulee, Hoover, 
Norris, Wilson, Dnieprostroy, and many 
others. Hydraulic turbine work now in 
progress at Newport News is in excess 
of 1,000,000 horsepower. Inquiries are 
invited. 


“Water Power Equipment” booklet will 
be sent upon request. 


EWPORT NEWS 


SHIPBUILDING AND DRY DOCK CoO. 
EWPORT NEWS, VIRGINIA 
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Omar N, BraDLey 
Chairman, Joint Chiefs of Staff. 


Peter F, DRUCKER 
Writer. 


Excerpt from Industrial 
News Review. 


M. S. RuKEYSER 
Columnist. 


Excerpt from “Business Bulletin,” 
published by The Cleveland Trust 
Company. 


Haro_tp STONIER 
Director, School of Banking, 
Rutgers University. 


Etmer L. HENDERSON 
President, American Medical 
Association. 


Harotp D. Cootey 
U. S. Representative from 
North Carolina. 
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“Modern war visits destruction on the victor and van- 
quished alike. Our only complete assurance of surviving 
World War III is to halt it before it starts.” 


* 


“It is an open secret in Washington that union resist- 
ance has been largely responsible for the cooling of the 
administration’s ardor to campaign on an antibigness 
platform.” 


* 


“In a world struggle for survival, there is no room for 
the welfare state, for government pampering of the 
individual—or for the spending of our tax money for 
any purpose which can be accomplished by private enter- 
prise.” 

ee 

“If during emergencies we become accustomed to 
common sense and rational principles bearing on the rela- 
tions of government and business, we may permanently 
reject sophomoric and immature concepts which limit 
economic progress even in thoroughly tranquil times.” 


* 


“It may be added that most of the deficits occurred 
in years of poor business. This contrasts with fiscal 1950, 
when we had a deficit in one of the most prosperous years 
on record. Deficits in emergencies can be justified, but 
as a long-term policy the deficit habit of mind is danger- 


” 


ous. 


“The great struggle ahead for Americans is to keep 
alive the hope of solvency in national affairs. The teaching 
of history is that solvency and human liberty are linked 
together. If the hope of eventual solvency dies, all the 
motivating forces growing out of that hope that make 
for economy will perish. Then we will be lost indeed.” 


* 


“The newspapers of America, with few exceptions, 
have taken a strong stand, not only against socialized 
medicine, but against all forms of state Socialism in this 
country—and the doctors of America are proud to take 
their stand beside the fighting editors of America in the 
battle to save our freedom and the system of individual 
initiative which maintains it.” 


* 


“In creating the Rural Electrification Administration 
and in providing funds therefor, it was never contem- 
plated by Congress that either the power and authority 
granted, or the funds made available, should be used to 
throttle, cripple, or control the efforts of private enter- 
prise, or to duplicate the existing facilities in communities 
which are now being adequately served by private indus- 
try.” 
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MERCOID 


AUTOMATIC CONTROLS 


FOR THE HOME AND INDUSTRY 

























* QUALITY 
ACCURACY 
DURABILITY 
PERFORMANCE 
DEPENDABILITY 
SAFETY FEATURES 
EASY INSTALLATION 
QUICK ADJUSTMENTS |f 
SIMPLIFIED WIRING 
UNFAILING SERVICE 






















quipped with 
fercury Switches, 
Assuring Longer 
ond Better Service 


Complete catalog sent upon request 





If you heve a problem involving the automatic contro! of pressure, 
temperature, liquid level, mechanical operations, etc., it will pay 
you to consult Mercoid’s engineering staff — always at your service. 








THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, ILL. 
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SEWAREN 
GENERATING STATION 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


The C-E Unit illustrated here is now in process of erection at the 
Sewaren Generating Station of the Public Service Electric and Gas 
Company at Sewaren, New Jersey. 


It is a reheat unit designed to serve a 125,000-kw turbine gen- 
erator operating at an initial steam pressure of 1500 psi at 1050 F 
reheated to 1000 F. 


The unit is of the radiant type with a reheater section located 
between the primary and secondary superheater surface. A finned 
tube economizer is located below the rear superheater section, and 
regenerative air heaters follow the economizer surface. 


The furnace is fully water cooled, using closely spaced plain tubes 
except in the roof section, where finned tubes are employed. It is 
of the slagging-bottom type, discharging to a quenching hopper. 


Pulverized coal firing is employed, using bowl mills and tilting 
tangential burners. Provision is made to use oil and natural gas 
as alternate fuels. B-417A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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We consider our 97.630 kva in 


Capacitors- 


a most worthwhile 
investment 


This is the story that Portland General 
Electric Company of Portland, Oregon tells 
about capacitors: 

“Our interest in capacitors goes back be- 
fore the war. We made some system studies 
at that time which indicated that, as loads 
increased, conditions on our distribution 
system should be improved. In a moderate 
way, we had installed capacitors to test 
this out—to increase system capacity and 
to improve voltage levels. 

“This experience served the company well 
during the difficult war years. Heavy loads 
taxed system capacity to the limit. Equip- 
ment to gain additional capacity was almost 
out of the question, and it was only by in- 
stalling capacitors that we met demands. 

"Since the war, loads have continued to 
increase, additional capacitors have helped 
make it possible to meet this demand. Not 
only have capacitors been installed on our 
own distribution system but by offering a 


PORTLAND GENERAL ELECTRIC CO, 


rate structure that makes capacitors an 
attractive investment to some industrial 
users we have been successful in improving 
the power factor of industrial loads. 

“In hydroelectric areas such as ours, 
where large blocks of power must be trans- 
mitted over long distances, the generation 
of kilovars at or near the load is especially 
important. 

“To date we have installed 97,630 kvar 
in capacitors—which compared to our 
409,000 kw peak of last December gives us 
a 24 per cent ratio between connected kvar 
and peak kw. Of these capacitors 59,380 
kvar are fixed, 38,250 kvar are switched. 

“Our experience with capacitors demon- 
strates they release system capacity inex- 
pensively, permitting us to reduce our costs 
per kw delivered, they improve voltage con- 
ditions, they are installed quickly and are 
completely reliable. We consider them a 
desirable investment.” 


Apparatus Deportment, General Electric Company, Schenectady, New Y 
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ust as this early coal mining machine (1884) 
J symbolizes the past, so the huge mechanical 
shovel in operation at one of Southern’s mines 
demonstrates the modern technical know-how 
employed to bring you the right coal for your needs. 







SOUTHERN’S Coal En ineerin 


the modern approach to scientific application 


Right coal selection and application to 
specific types of burning equipment—that’s 
the specialized mission of Southern’s coal 
engineers! Yes ...our engineering service 
has kept apace of modern mining techniques. 
This service is of vital importance to buyers 
of industrial coal. 

Here is Southern’s modern approach to 
boiler-room problems: Scientific plant sur- 
veys—recommendation and selection of the 
most logical coal—carefully conducted ac- 
tual burning tests. More often than not, the 
results of our surveys and tests mean big 







General Office: 333 North Michigan Avenue, Chicago 1, Ill. 
Offices in: ATLANTA, BIRMINGHAM, CHARLOTTE, CHICAGO, 
KNOXVILLE, LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
Sinclair Coal Company, Kansas City 6, Mo.—Western Representative 

Boon-Strachan Coal Company, Ltd., Montreal—Canadian Representative 


savings in coal purchases, plus maximum 
efficiency. One of our engineers will be glad 
to work with you—without obligation. 


SERVICE FROM AMERICA’S LEADING 
COAL FIELDS—Southern offers industrial 
buyers a wide variety of premium coals from 
the coal fields of Western Kentucky, West 
Virginia, Virginia, Eastern Kentucky, IIli- 
nois, Alabama, Arkansas and Oklahoma. 
One is right for your plant! W rite, wire or tele- 
phone the nearest Southern office for com- 
plete information. 
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how to plan 


rate structures that attract 


new capital 











THE PROBLEM: 
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To provide adequate earnings in the face of aS oa 
@ increased operating expenses 


@ growing plant investments with higher new. 
money costs 


@ expanding and changing loads 
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17 T* 1 | ag Gas Association, Sales Section, holds home service workshop, New Orleans, 
a., 0. 
18 F | je Associated Press Broadcaster begins one-day convention, Hot Springs, Ark., 
fe] . 
; 
: a { American Society of Civil Engineers, North Carolina a te gos North Carolina 
19 
Society of Engineers end meeting, Wrightsville Beach, N. C., 
{ American Water Works Association, Minnesota Section, will hold annual meet- 2) 
20; S ing, St. Paul, Minn., Sept. 6-8, 1950. 
€ 


Illuminating Engineering Society begins national technical conference, Pasadena, Cal., 
1950. 





Pennsylvania Water Works Operators’ Association ends annual conference, State 
College, Pa., 1950. 








wy 


New Jersey Gas Association will hold one-day annual convention, Spring Lake, N. J., 
Sept. 8, 1950. 








Southern Gas Association, Distribution Section, begins underground construction and 
maintenance practices meeting, New Orleans, La., 1950 


— 





= 


tag Society of America will hold conference and exhibit, Buffalo, N. Y., Sept. 
1-15, 1 





National Conference of Commissioners on Uniform State Laws will be held, Wash- 
ington, D. C., Sept. 11-16, 1950. 


= 





{ Northwest Public Power Association will hold annual convention, Portland, Ore., &) 
Sept. 13-15, 1950 





{ Canadian Association of Broadcasters begins directors meeting, Jasper, Alberta, Can- 
ada, 0. 











{ Michigan Independent Telephone Association will hold annual convention, Lansing, 
Mich., Sept. 14, 15, 1950. 











{ Annual Appalachian Gas Measurement Short Course begins, West Virginia University, 
Morgantown, W. Va., 1950 
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Public Relations 


Planning 


During recent years public utility companies have taken note- 
worthy steps in the diverse fields of institutional advertising, 
local community building, advocacy of legislation, and ideo- 
logical discussion. Do these add up to a harmonious public rela- 
tions effort, as a whole, or is something more needed? 


By KIMBALL JACK* 


might consider more definite 

standards in planning their pro- 
gram to improve public relations ? The 
question is asked because efforts of 
advisers, qualified to do an effective 
job, may seem at times to the layman 
to leave something to be desired by 
way of coverage and quality. For the 
past decade business has been on the 
defensive. Criticism by businessmen 


[ it possible that electric utilities 


*For ,personal note, see “Pages with the 
Editors.” 
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of social theories of government has 
been vigorously discouraged. Com- 
petent public relations counselors are 
therefore faced with a difficult prob- 
lem of dealing with ideological weeds 
which thrive beyond a high board 
fence which industry critics in gov- 
ernment have built around the area of 
utility business operations. 

In other words, public good will to- 
wards the industry is no longer merely 
a question of doing a good job for the 
public at a fair price. It has become 
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inexorably interwoven with broader 
trends involving the continuation of 
the enterprise system. If that language 
sounds a bit hackneyed, the thought 
expressed is none the less true—and 
pressing. 

Especially in scattered population 
centers important elements for any 
good-will program have required spe- 
cial attention. Critics of utility ad- 
vertising have hobnobbed with those 
who oppose the public utility industry, 
not because of any deficiency in per- 
formance, but because it is private in- 
dustry, per se. The all-important job 
of staying in business and at the same 
time preserving the American heritage 
poses a difficult public good-will com- 
bination to handle. 


N” it appears that, for the private 
electric industry, the sun is com- 
ing out. Public relations has at last 
teed off with vigor on the American 
green. For one thing, business firms 
generally recognize the hand of the 
welfare state writing on the wall. 
Also, during the past several years, 
the torch of Socialism has been called 
by its proper name. There is no further 
need to detour that important element 
in discussing the problem. 

Some organizations may still feel 
that the needs of public relations are 
adequately covered by legislative ef- 
fort, by employee training classes, or 
by advertising, or a combination of 
the same. Generally, however, the in- 
dustry has trended towards a more 
forthright appraisal of the situation. 
The actions of inimical groups, busi- 
ness mistakes, plus radical agitation 
are now receiving professional care 
and correction from the public rela- 
tions angle. We face a brighter era of 


know-how techniques that are more 
penetrating in quality. Here and now 
admitting that all efforts to win 
friends need encouragement (private 
industry must count every vote), most 
of us also realize that the ultimate in 
satisfactory results will come from 
total industry support behind a superb 
public relations plan. 

An element called propaganda, 
which public power groups seldom 
mention but nevertheless use with 
great expertness, has placed the elec- 
tric industry fully under the crusader’s 
torch. Already thousands of miles of 
government transmission lines trav- 
erse more and more states in the 
Union. Gigantic generating plants dot 
the landscape. Millions of dollars have 
been appropriated for additional en- 
croachment. The President himself on 
a recent western tour continued to 
promise “power for the people with- 
out cost.” 

Throughout Nebraska and Tennes- 
see private operation of the utilities is 
already a thing of the past. 


B: black Friday was yesterday. 
Now, at least, industry people 
realize how much time has been lost. 
Most of us agree that we have delayed 
long enough. A recent handbook to 
improve public relations for the elec- 
tric co-ops, published by the Rural 
Electrification Administration of the 
U. S. Department of Agriculture, de- 
voted some 71 pages to the subject. 
Recommended for active participation 
in a full-scale public relations program 
are “personal contacts,” “‘demonstra- 
tions,” “education through meetings,” 
“talking effectively,” “using the print- 
ed word,” “pictures and visual meth- 
ods,” “working with local press and 
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radio,” and “taking stock of your 
progress.” 

Understandably, public relations, as 
a profession, has not settled down to 
the degree of stability and maturity 
which marks the older, learned pro- 
fession. It has not achieved any defi- 
nitely organized body of principles, or 
standards of conduct such as charac- 
terize groups representing medicine, 
engineering, and the law. The several 
better known centers of assemblies 
such as in New York, Washington, 
and San Francisco, have not yet pro- 
duced any definite “corpus” of opinion 
or definition of the job to be done, 
fees, or required skills. 

It almost follows that a patent 
formula for good will, or Ten Com- 
mandments by way of precaution, has 
not yet come to light. Still, we may 
look upon present variance in opinion 
as a favorable sympton. Sooner or 
later there will come along a more or 
less comprehensive plan to supplant or 
codrdinate the partial answers we see 
now being worked out with some diffi- 
culty. Doubt and self-criticism usually 
are the early steps towards actual 
progress in a matter of this sort. 
Grandma would call it growing pains. 

Thus far, true progress in profes- 
sional public relations has suffered 
somewhat from the fact that the field 
is so wide open. Anybody can call him- 
self an expert. There is hardly a single 
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utility of any size which has not had 
overtures from so-called “‘advisers”— 
each carrying his own Diogenes lamp 
to prove that he has found some par- 
ticle of immutable truth in the jumbled 
field of gauging and molding mass 
opinion. Some of these ideas are such 
startling examples of oversimplifica- 
tion as to leave the busy company man- 
ager not willing to believe his own 
ears. It often boils down to something 
like a suggestion that a printed card 
saying “God bless America” nailed to 
the wall would solve the public rela- 
tions problem. 


HE busy manager’s common sense 

tells him to end the conference 
politely. The suggestion is like substi- 
tuting a shingle for the whole house. 
Yet the impressive list of subscribers 
this solicitor holds as an argument 
(for another contract) pays tribute to 
pure salesmanship on one hand and 
pure faith on the other. 

“You want to save your business 
from Socialism,” argues the salesman. 
“You believe in good public relations,” 
he insists. “Then buy this card. The 
CIO uses it! It is the answer to your 
problem.” 

Another likely caller, these days, on 
busy utility executives is the mer- 
chandise representative who pictures 
American people as a rather giddy 
bunch who like only what they pay 


Criticism by businessmen of social theories of government 


q “For the past decade business has been on the defensive. 


has been vigorously discouraged. Competent public rela- 
tions counselors are therefore faced with a difficult problem 
of dealing with ideological weeds which thrive beyond a 
high board fence which industry critics in government have 
built around the area of utility business operations.” 
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for—the more, the better. This “ad- 
viser” reasons that electrical appli- 
ances sold to the public are like bread 
cast upon the waters. Sales effort, he 
says, will return its heaping measure 
of good will. Past years have echoed 
this phony equation—‘“that consumer 
hostility drops in direct ratio to 
kilowatt-hour consumption.” Raise 
the customer’s monthly bill, and the 
customer will like you more and more. 
That is the gist of the make-’em-pay- 
to-be-friendly school of thought. 

Still another visitor to the utility 
office is the party with a public rela- 
tions concept centered entirely in labor 
relations. This is the hub of his uni- 
verse. Public relations begins at home. 
Job evaluation, merit rating, pensions, 
and union negotiations are said to lead 
the perplexed utility straight to the 
Mecca of good will. This advice may 
be good for other reasons. But any 
company expecting an ironclad guar- 
anty of good general public relations 
at the hands of a completely satisfied 
working force has yet to stand up and 
give testimony at the industry’s coun- 
cils. 


ere, it is a representative 
from the advertising agency who 
takes the line that the paid advertise- 
ment is the hub of this elusive universe. 
The magic of paid radio time and pub- 
lication space now devoted to promot- 
ing sales of percolators, pancake flour, 
and neckties should be freely trans- 
ferred to institutional copy. So con- 
fident are some advertising and media 
representatives that a radio mystery 
story, a newspaper ad, or a comic book 
will outweigh all arguments of the op- 
position that utility people may be 
tempted to sign the contracts and then 


put down their oars! That is the dan- 
gerous part of listening to such highly 
specialized plans—all of which have 
their good points. It is simply the 
temptation to do nothing more, at the 
operating company level, than delegate 
the job to one or more of these spe- 
cialists and then regard the public re- 
lations job as already done. 

No review of these specialties would 
be complete without mention of lobby- 
ing. Pamphlets to the Congressmen 
are the main course here. But just how 
this will influence the consumer is not 
apparent. Then, there are the outright 
press agents who point to column 
inches achieved by movie stars in 
Hollywood, exploiting names and 
faces. The utility official is reminded 
that the Federal government itself 
tackles unending controversy with a 
battery of publicity experts. News 
writing and strategic psychology dur- 
ing the war, it is recalled, brought the 
nation to its knees, instituted chicken- 
less Thursdays, and sold war bonds. 
Here, the hub of the public relations 
universe shifts to the news story. 


HIs little recital of the parade of 

“experts,” let it be stressed, is not 
to cast aspersion on any of the tech- 
niques or publicity media involved. On 
the contrary, there is much to be said 
for well-planned and well-executed 
programs for labor relations, adver- 
tising, etc. 

The point is that the sum total of 
good public relations is not to be found 
in any one of them. Their very claims 
tend to cancel each other out. Obvi- 
ously, they cannot all be right, when 
each claims to have the “Open sesame” 
to the treasure trove of a happy and 
contented community of utility cus- 
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Government Favors for Socialism 


ot rs socialist and communist sympathizers are busy 
convincing the public that STATE CONTROL holds the key to an 
acceptable way of life. If anyone ventures the belief that our economy 
should be improved but generally left as it is, he is labeled a reactionary 
or tool of the vested interests. The Federal government fraternizes with 
special public groups, heaping on them gifts of tax exemptions, subsi- 
dies, or partially subsidized loans, freedom from regulation, and other 
manifestations of ardent political favoritism.” 





tomers, friendly and loyal to existing 
management. 


] gem this writer, then, bear the 
mystic answer? An affirmative 
answer to that question would prob- 
ably put him in the class with the rest 
of the specialized “experts.” The hard 
truth is that there is no universal sim- 
ple answer to the public relations prob- 
lem. But if it is true that “public rela- 
tions begins at home,” is it not logical 
to take the first steps with the assist- 
ance of “home people”? Could this be 
one of the proverbial “acres of 
diamonds” which lie right in our own 
back yard if we would but take the 
trouble to start digging? 

To be more specific, will the electric 
company make limited progress if it 
appoints someone, already on the pay- 
roll, to be fully responsible for public 
relations effort? This may be a serious 
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step to some who experience a distaste 
for the term public relations, and who 
hesitate about delegating this im- 
portant function to others. 

Such an appointee would report to 
top management. He should under- 
stand people. Common sense is another 
prerequisite. Experience also helps. A 
few books provide background. A 
committee made up of department 
heads will keep him from stepping on 
important toes. If, by happy chance, 
communication can be maintained 
with a reliable public relations agency, 
all the better. If not, he is on his own. 
Under his direction the program un- 
folds. He must win or lose—initiate, 
motivate, and codrdinate by the exer- 
cise of energy and common sense. 

Plato suggested a sound platform 
on which to stand when tackling the 
public relations problem when he 
stated that in every man’s bosom are 
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two counselors—one is pleasure and 
one is pain. It is our fear of retribu- 
tion and the ever-present desire for 
rewards that motivate most of us. 
Each customer is interested primarily 
in self, and when he is urged to take 
sides regarding the many issues of 
day-by-day existence, he invariably 
acts in his own behalf. Friendly re- 
sponse of the customer is basically a 
simple thing. On one hand, it embraces 
those lowly overtures—material gifts, 
promises of benefit to come, emotional 
and spiritual sympathy which prove to 
the other fellow that you are an ally, 
that you are on his side. 


PP ywanve anal we might take the 
negative approach in analyzing 
the reasons for that customer hostility. 
Could it be rooted, as a general thing, 
in personal discomfort, real or imag- 
ined, of the customer, some of which 
may be caused by the utility? Affronts 
to customer pride, ideals held in con- 
tempt, or the denial of benefits to 
mind, body, and spirit—these are 
normal causes of ill will. Has the 
utility company been unwittingly or 
falsely placed in the position of re- 
sponsibility for any such detriment to 
the customer? 

Sound public relations practice, if 
we look at it in this way, emerges as 
something broader than a presentation 
of the utility’s viewpoint. It would ap- 
pear to be an adjustment of motives 
which will make policies of the firm 
acceptable to as many citizens (and 
voters) as possible. After that, the di- 
rect approach of appealing to the cus- 
tomer’s sense of fairness, loyalty, well- 
being, etc., may be effectively used as 
good manners dictate. 

Attitude polls indicate that rarely 


more than 5 per cent of consumer 
hostility is traceable to employee dis- 
courtesies. Nor does one have to look 
through rose-colored glasses to affirm 
that local electric companies are com- 
munity builders; or that they achieve 
favorable labor relations, and give 
help to many needy causes. Of late 
years, most utility affairs are in apple- 
pie order along these lines. It is 
necessary to look beyond excellent 
company-customer relations for the 
additional causes of customer hostility 
and distrust. 

This dividing wedge—a new factor 
—lies in that determined band com- 
posed of Socialists, bureaucrats, the 
job-hungry politician, the chronic do- 
gooder, and others who, for one 
reason or another, have espoused a 
broad program of taking control of 
the electric industry out of private 
hands. It is this group, with highly 
organized propaganda techniques, that 
undoubtedly calls for greatest atten- 
tion in today’s public relations pro- 
gram. Any survey analysis must lead 
to this conclusion. Yet, until recently, 
business leaders have shied away from 
overt acts which would appear to fight 
back. Criticizing government has been 
considered outside the pale. The home- 
ly philosophies and simple faiths so 
prevalent at the turn of the century 
have often led industry to stand in 
mute submission while propaganda 
from the hand of the enemy makes the 
most of unrest, basically caused by 
human wants which have no relation 
whatever to the electric industry’s per- 
formance as an industry. 


panes tele socialist and com- 
munist sympathizers are busy 
convincing the public that state control 
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holds the key to an acceptable way of 
life. If anyone ventures the belief that 
our economy should be improved but 
generally left as it is, he is labeled a 
reactionary or tool of the vested in- 
terests. The Federal government frat- 
ernizes with special public groups, 
heaping on them gifts of tax exemp- 
tions, subsidies, or partially subsidized 
loans, freedom from regulation, and 
other manifestations of ardent politi- 
cal favoritism. It is no wonder that 
many utility leaders over the past dec- 
ade have developed inferiority com- 
plexes. 

These are facts which the public 
relations adviser and practitioner 
must face. To lay out any plan, with- 
out giving due consideration to the 
centuries old basis of friendship and 
hostility, and the natural bias of the 
politician for the most accessible bloc 
of voters, while centering enthusiasm 
upon media alone, is trusting too much 
in magic. A casual layman, who pre- 
tends to know nothing special, might 
give as good advice as the specialist 
with his obsessions, if he would be 
asked merely to review the situation 
on such a common sense basis, laid off 
along the following lines : 


l Fact Finpinc. The layman 
e starting out to develop a public 
relations program, providing, of 
course, that some company agreed to 
accept the role of guinea pig, would 
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first undertake to gather accurate in- 
formation regarding consumer atti- 
tudes, remembering always that people 
are people. 

What percentage of the consumer 
group is friendly? How many are 
hostile, and why? Where do employees 
stand? What are the areas of public 
ignorance and misunderstanding? 
Through what channels may the utility 
benefit the community? To what ex- 
tent does the public identify govern- 
ment adventures in the electric indus- 
try with Socialism? 

Should advertising and publicity be 
directed to the upper class or to the 
poor, to farmers or to professionals? 
Can the utility rely upon the support 
of business associates? Is it true or 
false that customers having similar 
vocational interests have similar atti- 
tudes? Where do attitudes come 
from? How many people in each hun- 
dred have intense feelings regarding 
private industry? Are these people 
consistent at the polls? What does it 
take to influence the neutral group? Is 
it true that people with no opinion will 
vote as directed by acquaintances and 
friends? How important are employee 
contacts? How beneficial is the mere 
mentioning of the company name in a 
news story? Which group pulls the 
greatest belief—local leaders or na- 
tional authorities ? 

These questions are important. 
They are iron rails upon which the 


led by enthusiastic management and supported by all em- 


q “CoORDINATED effort toward a well-defined goal, each step 


ployees and the many classes of media, with no public group 
overlooked, and human needs ever kept in mind—all this 
should go a long way toward bringing improved public 
relations to the door of any electric company.” 
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wheels of the public relations program 
must roll. Without their answers, lost 
motion is inevitable. Fortunately, 
through opinion polls properly con- 
ducted and statistically valid, wise men 
using modern, available techniques can 
find the answers to these questions. It 
is the privilege of business to make use 
of them. 


PROGRAM MAKING. The idea here 
¢ is to set down in black and white 
everything that must be done, with a 
time schedule affixed to the margin! 
Numerous items, a few of them seri- 
ous, brought to light by the survey can 
be scheduled for investigation and ac- 
tion. A calendar of events, when com- 
pleted, like a lowly caterpillar will 
emerge into a top-flight plan with each 
important objective shining with 
clarity and consistency. The written 
schedule can be a guide for the super- 
visor, a map by which he may dig to 
the subsoil when dealing with his em- 
ployees. What’s more, a program on 
record leaves no place for future argu- 
ment when the shoe pinches. Con- 
versely it will be oil on the waters when 
difficulties arise. As a random ex- 
ample, glance at the following: 


January 1. Have public opinion 
survey completed. 

February 1. Call key people to- 
gether to examine company policies in 
the light of survey findings. 

March 1. Announce improvements 
in policy and operation, using em- 
ployees, advertising, and publicity. 

April 1. Start employee training, be- 
ing careful to avoid dry statistics and 
untruths. Talk in terms of company 
stability and employment; employee 
advancement and opportunity; wage 
increases and productivity ; freedom of 
choice in America; the worker’s fair 


share of profits; price controls; and 
the union. 

May 1. Examine publicity and ad- 
vertising to avoid boasting, display of 
wealth, penny-pinching, unprogres- 
siveness. Talk to the public in terms 
of area progress, security, civic build- 
ing, preservation of American ideals, 
health, safety, youth, and happiness. 

June 1. Organize employees for ac- 
tion to save the company and their 
jobs. Emphasize personal contacts and 
group discussion through a speakers’ 
bureau. Experts tell us that to alter 
social attitudes persistent and intimate 
persuasion is required. This is more 
likely to occur in face-to-face situations 
in small established groups, where the 
information specialist has direct, sus- 
tained, and personalized contacts with 
his audience. 

July 1. Assign more specific duties 
to employees. They are the salt of the 
earth and reach all levels of society. 
Permit each employee to use his un- 
failing ability to win friends. Through 
succeeding months, ask for a report of 
achievement. Find some way to com- 
mend and recognize all employee ef- 
fort. 

August 1. Scrape a few new ac- 
quaintances at the labor temple. Make 
calls on leaders of thought. Do some- 
thing for local education. Offer support 
to civic and professional groups. Re- 
port back on everything. 

September 1. Call on city council, 
showing what items the survey named 
as important community needs. Offer 
specific helps. Use employees freely. 

January 1. Make another public 
opinion survey to determine progress. 


3 EXECUTION OF THE PROGRAM. 
¢ Realizing now that public rela- 
tions is more than a plan, more than 
employee meetings, something more 
than organized skills, something be- 
sides a list of things to do, the lay- 
man’s next step would probably be to 
push the program into action. Now 
comes the Herculean task. Always 
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someone will find more important 
things to do. Always someone will try 
to go to sleep on the job, perfectly un- 
aware that during the night prejudices 
rained like cats and dogs. Some key 
people may even openly oppose public 
relations activity. They can and prob- 
ably will talk convincingly and some- 
times with considerable intramural 
authority. This, of course, is an in- 
evitable occupational risk in all public 
relations work. Like the poor, the 
doubting Thomases will always be 
with us. 

All told, a public relations plan is 
no better than any other scrap of 
wastepaper unless it is put to action. 
And in this respect, there exists no 
friend like top management. It is ex- 
ecutive leadership that counts. It al- 
ways will. 

Unorthodox though the idea may 
sound, it is this writer’s suggestion 
that campaign methods be used to 
make friends. Into the program, com- 
petition can be injected just as the 
supervisor does in sales effort. Com- 
petition always makes the horse run 
faster. It will give zest to employee 
efforts, too. Rewards and prizes may 
or may not be indicated. One utility 
company tried both. It seemed to make 
little difference to employee perform- 
ance. 

If employees are sincere and deep- 
ly convinced that they work for 
a good company, and that Socialism 
is no solution to America’s problems, 
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they will participate regardless of 
prizes. 


NOTHER effective element in ex- 
ecuting the public relations pro- 
gram is the periodic report. If only for 
the purpose of building company 
totals, employees, if properly ap- 
proached, will respond each month 
with a report of participation. How 
many talks were made? How many 
newcomers called upon? How many 
films were shown? How many com- 
munity projects carried forward? 
How many pieces of literature were 
distributed? How many good deeds 
performed? 

Thus, while waiting for another 
survey of public opinion to determine 
progress, on tiptoes we tread over the 
public relations field. Because the trail 
is not well marked, caution is neces- 
sary. Yet by constructive effort, 
through planning and action, through 
employees who are well informed and 
deeply convinced, opposing propa- 
ganda can be offset and consumer 
friendships strengthened. 

Cooérdinated effort toward a well- 
defined goal, each step led by en- 
thusiastic management and supported 
by all employees and the many classes 
of media, with no public group over- 
looked, and human needs ever kept in 
mind—all this should go a long way 
toward bringing improved public re- 
lations to the door of any electric com- 
pany. 





— we are to provide jobs for the people who are entering the labor 
force, we will have to make sure that private investment in busi- 
ness will be attractive. Otherwise our economy will eventually stagnate 
and we shall not attain our goal of high employment as the normal con- 
dition of economic life.” 


—W. WALTER WILLIAMS, 


Chairman, board of trustees, Committee 


for Economic Development. 
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Acres of Promise for Synthetic 
Fuels 


The fresh outbreak of the international conflict on the Korean 

front lends new emphasis to research now being conducted in 

the field of synthetic fuels. Here is an up-to-date appraisal of 

the latest “Gorgas experiment” in underground gasification, 

being conducted jointly by the Federal government and a 
private electric utility. 


By LARSTON D. FARRAR* 


PARTIALLY Cleared 100-acre plot 
A of ground belonging to the 
Alabama Power Company, re- 
sembling at first glance any of the 
other stretches of rugged hill country 
near Birmingham, Alabama, soon may 
provide some answers to one of Amer- 
ica’s potentially crucial problems. That 
is—how to assure the nation of a vir- 
tually limitless supply of cheap syn- 
thetic liquid fuel in the days to come, 
when our supplies of natural gas and 
natural liquid petroleum are exhausted 
not only by necessary peacetime con- 
sumption but such abnormal and dras- 
tic withdrawals as required by World 
War II and the troubled international 
future we now face through the dis- 
mal fogs of the Korean trouble. 
No responsible authority is now 
seriously contending that the available 





*For personal note, see “Pages with the 
Editors.” 
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American supply of natural gas and 
oil is going to give out within the next 
decade—even if the Korean war 
should be but the forerunner of a more 
widespread international conflagra- 
tion. 

But eventually and _ inevitably, 
America’s supply of natural gas and 
oil conceivably will give out. That pos- 
sibility alone is serving as a stimulus 
to the men charged with the responsi- 
bility of seeing to it that the nation 
has a supply of useful fuels, come war 
or peace, come famine or plenty in the 
oil and gas fields. 


_ is for this reason, mainly, that 
officials of the U. S. Bureau of 
Mines have been sponsoring experi- 
ments in the underground gasification 
of coal in collaboration with the Ala- 
bama Power Company. The second 
such experiment is still going on at 
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Gorgas, Alabama, on what might be 
called the “100 acres of promise.” 
This experiment is continuing in the 
wake of initial public interest in the 
first project for underground gas 
reclamation. 

These officials argue that it is un- 
wise and unsafe for the nation to wait 
until actually faced with a shortage 
before endeavoring to find ways of 
overcoming any shortage of fuel. 
These officials well know that natural 
gas and petroleum are nonreplenish- 
able resources and that the time will 
come—a short span as the life of a na- 
tion is measured—when our country 
will face a deficiency in these vitally 
essential products. 


Ss bureau’s experts divide up our 
known fuel reserves in the follow- 
ing percentage categories : coal, 95 per 
cent ; oil shale, 1.6 per cent ; and proved 
natural gas reserves, .5 per cent. 
Proved petroleum reserves are well 
down the scale, amounting to .4 per 
cent. The balance is a negligible mis- 
cellany. 

One authority, A. L. Solliday, vice 
president of the Stanolind Oil & Gas 
Company, Tulsa, Oklahoma, has said 
that “the nation has at least until 1961 
before it needs to turn to coal and oil 
shale to supply our liquid fuel de- 
mands . . . The next decade will begin 
to see a growing gap between supply 
and demand.” 

Austin Cadle, engineer of the Stand- 
ard Oil Company of California, said 
more than a year ago that “the state 
[California] is producing some 950,- 
000 barrels daily, and should be capa- 
ble of doing so for several years to 
come ... This volume appears to be 
ample to take care of all demands over 
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such a period, barring another nation- 
al emergency.” (Italics supplied.) 


Ren the Synthetic Liquid 
Fuels Act of April 5, 1944 (30 
USC 321-325, as amended), the Con- 
gress directed the Bureau of Mines to 
supply the scientific, engineering, and 
economic information required for 
establishing a new American industry 
—an industry based upon conversion 
to oil of certain materials abundantly 
available within the United States. 

Synthetic liquid fuels can be made 
from three major raw materials—coal, 
oil shale, and natural gas. Of the three, 
coal is by far the largest known poten- 
tial source of gasoline for our cars 
and heating oil for our homes. Exclud- 
ing fissionable materials, coal com- 
prises more than 95 per cent of our 
mineral fuel energy reserves. 

Therefore, much of Uncle Sam’s 
research efforts will be concentrated 
on coal. Looming larger on the horizon 
will be the experiments in underground 
gasification of coal, as at Gorgas. 

There are other reasons why the 
experiments at Gorgas are important 
to others besides gas and electric util- 
ities and the coal industry. If the ex- 
periments prove successful the entire 
American public stands to inherit new 
sources of fuel for industry and resi- 
dential power, heating, etc., to say 
nothing of millions of American au- 
tomobiles, trucks, and other fuel-pow- 
ered appliances. 

If a technique for firing coal, and 
obtaining high-quality gas thereby, can 
be obtained, then the nation’s depend- 
ence upon a rather erratic segment of 
organized labor will be lessened great- 
ly. The price of heating homes can be 
lowered and the price of producing 


AUG. 17, 1950 















PUBLIC UTILITIES FORTNIGHTLY 


thousands of commodities used by 
every person each day can be lowered, 
or at least kept from rising as fast as it 
would otherwise under the current in- 
flationary trend. It isn’t generally 
known, but coal is so plentiful under- 
ground in this country that it can be 
purchased in huge quantities in its nat- 
ural state for as little as two cents a 
ton. Uncle Sam charges 10 cents a ton 
for any sold from Federal reserva- 
tions. 

But the free market price hovers 
around the lesser figure. 


— any layman, the series of experi- 
ments at Gorgas to gasify coal 
may seem offhand too technical to be 
of general interest. Yet, the fact is that 
any high schocl chemistry student 
should be able to understand the basic 
problem and the tremendous possibil- 
ities involved in the experiments. 

Two notable processes have been 
developed so far in industry for con- 
verting coal to oil: (1) the direct 
hydrogenation, or Bergius process, and 
(2) the gas synthesis, or Fischer- 
Tropsch process. Both require the pro- 
duction of gas as a preliminary—and 
expensive—step. 

In the first process, a large volume 
of hydrogen is required for catalytic 
addition to the coal under high pres- 
sure to produce liquid fuels directly. 
Hydrogen now constitutes 50 per cent 
of the total cost of the liquid products. 


e 


In the second process, synthesis gas 
—a mixture of carbon monoxide and 
hydrogen obtained by first gasifying 
the coal—is required for catalytic con- 
version into liquid fuels. Development 
of synthesis gas now comprises 60 per 
cent to 70 per cent of the total cost of 
the products. 

Thus, it is readily apparent that 
cheap production of the required hy- 
drogen and synthesis gas is, in essence, 
the key to the entire problem of com- 
petitive liquid fuels from coal. Pure 
hydrogen can be obtained from syn- 
thesis gas by reacting the carbon mon- 
oxide with steam and removing the 
carbon dioxide formed. It follows that 
development of an economic method 
for producing synthesis gas would 
solve the problem, to a large extent. 

The underground gasification of 
coal has promising potentialities as a 
method of obtaining low-cost synthesis 
gas, for it eliminates two basic costs 
common to other gas-making processes 
—the mining of coal and the installa- 
tion of gas generators. 


aX this time, four major processes 
for manufacturing gas are in use. 
These are: 

1. Producer-gas process. Air mixed 
with steam is blown through incandes- 
cent coal or coke, forming principally 
carbon dioxide, carbon monoxide, and 
hydrogen. These, with the nitrogen 
from the air present as a diluent, con- 


Neither is it correct to say that the experiments at Gorgas 


q “THE idea of underground gasification of coal is not new. 


are unique. It may be humiliating to admit, just now, but it 
is possible that our fuel scientists are getting around to 
learning facts that have been known in Russia and other 
Red satellite nations for some time.” 


AUG. 17, 1950 212 








nS 


= ¢ 


man Aa.0nm=as#onoe ao 


 —— —=_.h—lcCretCt—C 











stitute producer gas. Normally having 
a heating value of 125 to 160 Bru per 
cubic foot, this is a lean gas owing to 
the high nitrogen content. Its chief 
value is as a readily available source 
of gas for heating or power. 

2. Cyclic water-gas process. Steam 
is passed over incandescent coal or 
coke, forming mainly carbon mon- 
oxide and hydrogen. When the tem- 
perature of the fuel bed falls, the steam 
is shut off. Then the fuel bed is blasted 
with air, burning some of the carbon 
and restoring heat in the bed in prepa- 
ration for another steam run. This 
method produces a good quality gas, 
well suited to liquid-fuel production 
and having a heating value of approxi- 
mately 300 stu per cubic foot. The gas, 
enriched by carburetion, is used widely 
in the utility industry. 

3. Continuous water-gas processes. 
Water gas can be made continuously 
only if enough heat is supplied to main- 
tain the reaction of steam with incan- 
descent carbon. This often is accom- 
plished by adding pure oxygen to the 
steam blast. The oxygen-carbon reac- 
tion gives off heat, which simultane- 
ously is used in the reaction of carbon 
with steam to form carbon monoxide 
and hydrogen. Germany developed 
several such processes in supplying its 
war machine with synthetic oil and 
gasoline. Their advantage lies in large 
capacity. The Bureau of Mines also is 
developing continuous processes de- 
signed for use with American coals 
and hopes to achieve better operating 
efficiencies. 

4. Carbonization of coal. A high- 
quality gas is produced during the dis- 
tillation or coking of coal in by-prod- 
uct ovens. This gas has a heating value 
of about 550 sru per cubic foot and 
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is used extensively in the utility indus- 
try for domestic distribution. 


U? to the present time, all of these 
gas-making processes have en- 
tailed the use of mined coal and costly 
equipment, with the result that the 
product has been a rather high-cost 
gas compared with other natural fuels. 
It now appears possible to use these 
gas-production methods in association 
with underground gasification. If such 
proves to be true, the savings will be 
enormous. 

As the production of synthetic liquid 
fuels will require vast volumes of gas, 
a method must be developed for mak- 
ing such gas at minimum cost. The 
qualifications of underground coal gas- 
ification as such a method are being 
explored in the experiments at Gorgas, 
Alabama, sponsored jointly by the 
Alabama Power Company and the U. 
S. Bureau of Mines. If proved feasible, 
underground gasification holds allur- 
ing possibilities not only as a source 
of cheap fuel for power generation but 
as a method of utilizing coal veins diffi- 
cult or uneconomic to mine in view of 
today’s high-priced labor and machin- 
ery. 

The idea of underground gasifica- 
tion of coal is not new. Neither is it 
correct to say that the experiments at 
Gorgas are unique. It may be humiliat- 
ing to admit, just now, but it is possible 
that our fuel scientists are getting 
around to learning facts that have been 
known in Russia and other Red satel- 
lite nations for some time. 

In 1868, Sir William Simons sug- 
gested the gasification of slack and 
waste coal in the mine. In 1888, Pro- 
fessor D. I. Mendeleev, a Russian, 
suggested that coal could be gasified 
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The End of America’s Gas and Oil? 


vad by responsible authority is now seriously contending that the 
available American supply of natural gas and oil is going to give 
out within the next decade—even if the Korean war should be but the 
forerunner of a more widespread international conflagration. But 
eventually and inevitably, America’s supply of natural gas and oil con- 
ceivably wiLu give out. That possibility alone is serving as a stimulus 
to the men charged with the responsibility of seeing to it that the nation 
has a supply of useful fuels, come war or peace, come famine or plenty 
in the oil and gas fields.” 





in place. An American, A. G. Betts, 
obtained a British patent in 1909 cov- 
ering a method of gasifying coal in 
place by means of boreholes. In 1912, 
Sir William Ramsey, an English sci- 
entist, suggested producing gas rather 
than coal by means of retorts installed 
underground. He planned an experi- 
ment that was postponed by World 
War I, and later given up because of 
his death. Lenin included underground 
gasification in the Russian research 
program in 1917 as one of his first offi- 
cial acts, but preliminary experiments 
actually were not begun until 1930. 


ee 1930 to 1948, the Russians 
performed many experiments. In 
fact, our erstwhile allies have claimed 
that the processes have been applied 
on an industrial scale at several instal- 
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lations. Four methods were tried by 
the Russians with varying success be- 
fore a strict lid of secrecy was placed 
on all such experiments in Soviet land. 
These four methods met with varying 
success : 

1. The chamber method. The coal 
bed was developed by driving a sys- 
tem of parallel and cross entries. The 
cross entries were filled with broken 
coal, forming the gasification cham- 
ber. In some instances, these chambers 
were isolated with brick walls at either 
end. The broken coal was gasified, but 
much trouble was encountered in ex- 
tending the method throughout the 
coal bed. Moreover, the work of pre- 
paring the chambers approached the 
cost of mining the coal. 

2. The borehole method. Parallel 
entries about 100 to 200 feet apart 
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were connected by small holes drilled 
in the coal bed. Gasification was ef- 
fected in the holes, widening them un- 
til gasification ceased. Although the 
holes formed an efficient gasification 
chamber, it was difficult to operate 
continuously and to utilize a large part 
of the coal. 

3. The stream method. A rectangu- 
lar portion of the coal bed was laid out 
between two parallel entries connected 
at their extremity by a single cross 
entry. 

The intention was to gasify the 
pillar thus formed. This method ap- 
peared attractive because a large ton- 
nage of coal could be exploited with 
little work, and because no further 
underground work was required after 
gasification started. The Russians 
have reported successful operation in 
steeply pitching beds, where ash and 
roof rock fell away from the com- 
bustion face. It is claimed that one or 
more industrial installations were 
made, using the stream method. The 
Bureau of Mines and the Alabama 
Power Company used a similar sys- 
tem in a flat bed in their first 50-day 
experiment at Gorgas, in 1947. 

4. The percolation method. A num- 
ber of boreholes were drilled from 
the surface into a flat lying coal bed. 
Usually these boreholes were placed in 
a radial-type pattern to cover a given 
area. Combustion was started at the 
bottom of the borehole in the center 
of the pattern and continued until the 
fire reached an adjacent borehole. At 
this time, the fire borehole was used 
as an inlet for the blast medium and 
the second borehole as an outlet for 
product gas. The chief difficulty in 
utilizing this process was to make con- 
nections between boreholes at a rea- 
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sonable distance. Many schemes have 
been tried, but none have been entirely 
successful. The percolation method 
offers possibilities for gasifying coal 
beds lying under shallow cover and for 
thick beds of small area. The main 
advantage of this system is that no 
underground work is required. 

Since 1940, little information has 
been available regarding the Russian 
work. It is assumed that research and 
industrial operations are continuing. 
In fact, the Russians have boasted 
more than once through various media 
that large industries located near the 
Donetz basin are obtaining their fuel 
supply from gas obtained by burning 
coal underground. There is no reliable 
way to check these claims, outside in- 
telligence channels, which probably 
would not release them if they ob- 
tained them. 

We do know that “gasification” (in 
the sense of bringing new central gas 
supply to areas previously unserved) 
is a term which now competes with 
“electrification” in current accounts of 
Russian achievement. In any review 
which sets out to show how Soviet 
living standards have improved since 
the war, gasification is sure to receive 
honorable mention. 

The word often means nothing more 
than the piping of gas for domestic 
purposes, mainly cooking and water 
heating, into Soviet town dwellings. 
And while to some countries this may 
seem an event hardly worth notice, to 
the Soviet citizen it does represent a 
great advance in domestic comfort. 


Bi Roe: latest gasification project to be 
completed was that for Lenin- 
grad, which celebrated the occasion, as 
is the custom, by sending a letter re- 
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porting the event to Stalin personally. 
Kiev and Moscow are so far the only 
other cities which enjoy the domestic 
gas supply on a large scale. 

The reasons why this development 
is so highly regarded—and late in com- 
ing—are not far to seek. Soviet coal 
has been much too valuable for indus- 
trial development to be squandered on 
such relatively unimportant uses as 
home cooking. 

There has, of course, been gas sup- 
ply to some homes in Soviet cities for 
a long time, but these were the excep- 
tions. For the rest, electricity (perhaps 
the only thing still rationed in the 
Soviet Union today), kerosene, and 
lumber are still, in town and country, 
the main domestic fuels. 

Secondly, the gasification projects 
are not of the usual kind. Moscow’s 
gas supply has been increased sixfold 
by piping gas over 500 miles from the 
natural deposits near Saratov. Kiev 
gets its new supply from Dashava by 
the same means. 

For Leningrad the gas is a by- 
product of oil extraction from shale 
deposits 125 miles away at Koentna- 
Yarve, in Estonia. 

These are impressive engineering 
feats. In human terms they produce 
some amusing results. One of these is 
the opening of a gas showroom in 
Gorky street (Moscow’s very rough 
equivalent of Broadway) to demon- 
strate the proper use of a simple hot 


water heater. Demonstrations are not 
so well attended as they might be, for 
the older people still tend to regard 
the introduction of gas into their 
households as a newfangled and rather 
dangerous idea. 


= to get back to strictly under- 
ground gasification: In 1948, a 
Belgian organization, representing the 
Belgian government and various in- 
dustries, performed a large-scale ex- 
periment. A modification of the stream 
method was employed. A pillar of coal 
in a steeply pitching bed 300 feet be- 
low the surface was utilized. The pil- 
lar was isolated carefully from the 
surrounding coal. Gasification was ef- 
fected, using an air blast. The installa- 
tion included means of controlling the 
position of the combustion face and 
also an elaborate temperature-measur- 
ing system. The experiment was op- 
erated for a time, and then stopped and 
cooled so that the underground residue 
could be examined. A complete report 
on the results is not yet available. The 
Belgian group also was interested in 
an underground gasification experi- 
ment in Italy in 1947 in a deposit of 
lignite—a low-grade coal. There, also, 
a modification of the stream method 
was used. 

In general, the quality of the gas 
produced during the Belgian experi- 
ments paralleled that made from the 
Alabama Power Company properties 
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sides gas and electric utilities and the coal industry. If the 


q “... the experiments at Gorgas are important to others be- 


experiments prove successful the entire American public 
stands to inherit new sources of fuel for industry and resi- 
dential power, heating, etc., to say nothing of millions of 
automobiles, trucks, and other fuel-powered appliances.” . .. 


AUG, 17, 1950 


216 




















at Gorgas, although several modifica- 
tions of their operation procedure re- 
sulted in a better quality gas at times 
for them. The site of the Belgian ex- 
periments was more favorable than 
that at Gorgas, for they operated under 
much greater cover. The Russians re- 
portedly have produced a power gas 
having a heating value of approxi- 
mately 100 stu per cubic foot and a 
synthesis gas having a heating value 
between 200 and 300 srvu per cubic 
foot. 

British engineers, led by Dr. E. T. 
Wilkins, eminent scientist (who, inci- 
dentally, spent four months at Gorgas 
last year), are undertaking an experi- 
ment in underground gasification. Bel- 
gian engineers have their second ex- 
periment under way at Wandre, near 
Liege. In this experiment, French 
engineers are collaborating, and the 
Belgian coal industry is assisting in 
the financing, together with the British 
and French governments. In addition, 
French engineers are undertaking an 
experiment in Morocco at Djerada. 
This latter experiment is on a steeply 
pitching, high ash, anthracite bed. 


‘T= experiments in Belgium and 
Morocco and the accomplishments 
which the Russians state they have 
made all have been carried on in seams 
with very steep pitches—about 45 de- 
grees. The project which the British 
are planning will be on a mildly pitch- 
ing bed. The two experiments at Gor- 
gas have been in a flat seam. Most of 
the coal seams in the United States 
are relatively flat, and, although it ap- 
pears to be more difficult, the research- 
ers carrying on the experiments at 
Gorgas have chosen deliberately to 
work on horizontal seams in order to 
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find the process best adaptable to such 
seams. In other words, as one of the 
researchers said : ““We have chosen the 
hard way—on purpose.” 

Late in 1946, the Alabama Power 
Company and the U. S. Bureau of 
Mines entered into a cooperative 
agreement for their first experiment 
in the underground gasification of 
coal. The site was chosen at Gorgas, 
Alabama, and two entries were driven 
approximately 150 feet into a small 
hill. This experiment was described in 
an excellent article in this magazine’ 
by the engineer in charge, Dr. Milton 
H. Fies, loaned by the Alabama Power 
Company. Just by way of brief review, 
here is what was then done at Gorgas. 
The entries were connected at their 
extremities by a crosscut, thus form- 
ing a U-shaped opening around a pil- 
lar of coal averaging 150 feet in length 
and 40 feet in width. The portals were 
sealed, and pipes for admitting and 
taking off air or gas were placed in 
each seal. Air could be blown through 
and the flow reversed as desired, the 
gas being removed from the opposite 
portal. This site was fired at the east 
end of the crosscut, and the gasifica- 
tion experiment was continued for 
fifty days. At times, tests were made, 
using a blast medium of either oxygen- 
enriched air, oxygen-steam, and cyclic 
operation, as in the production of 
water gas. The greater part of the 
experiment was made with simple air 
blast. 


| ie this preliminary experiment, the 
following results were obtained : 


1. It was ascertained definitely that 





1“Underground Gasification of Coal at 
Gorgas,” by Milton H. Fies, published in Pus- 
tic Utiities Fortnicutiy, October 9, 1947. 
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The Ultimate Importance of Underground Gasification 


6CQyntTHETIC liquid fuels can be made from three major raw mate- 

rials—coal, oil shale, and natural gas. Of the three, coai is by far 
the largest known potential source of gasoline for our cars and heating 
oil for our homes. Excluding fissionable materials, coal comprises more 
than 95 per cent of our mineral fuel energy reserves. Therefore, much 
of Uncle Sam’s research efforts will be concentrated on coal. Looming 
larger on the horizon will be the experiments in underground gasifica- 

tion of coal, as at Gorgas.” 





there was no difficulty in maintaining 
combustion of coal underground. This 
was a vital point, of course. 

2. Coal in place was gasified com- 
pletely. Examination of the under- 
ground residue proved that only ash 
and clinker remained in the combus- 
tion zone. No islands of unburned coal 
or coke were found. 

3. The high temperature developed 
by the gasification brought about 
changes in the overlying rock strata 
that appeared favorable to the proc- 
ess. Roof rock became plastic, ex- 
panded, and settled on the mine floor 
directly behind the reacting coke face. 
Settlement of the roof rock forced the 
air and gas to pass through the nar- 
row opening along the cock-rock inter- 
face. 

4. A product gas of varying quality 
was produced by the several methods 
employed. In essence, it appears en- 
tirely possible that a power gas can be 
produced either by the use of air, air- 
steam, or air-enriched oxygen. A syn- 


thesis gas apparently can be made by 
using an oxygen-steam blast, or pos- 
sibly through a cyclic operation em- 
ploying a steam run. 


It is possible, of course, to increase 
the quality of the product gases formed 
by any process through catalytic pro- 
cedures quite similar to those generally 
employed in the Fischer-Tropsch syn- 
thesis. Thus, by using proper catalysts, 
reaction time, and temperatures, a 
synthesis gas of carbon monoxide and 
hydrogen can be converted to one es- 
sentially of methane and having a 
heating value of between 900 and 1,000 
BTU per cubic foot. Such a gas easily 
could be used for domestic distribution 
by utility companies. 

After concluding the first experi- 
ment at Gorgas, the Bureau of Mines 
conducted laboratory experiments at 
its Morgantown, West Virginia, divi- 
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sion, which, incidentally, has general 
supervision over the Gorgas opera- 
tions. This experimentation at first 
produced a gas having a quality about 
the same as that produced at Gorgas. 
Continued laboratory experiments, 
however, proved that a simple air blast 
will produce a product with a heating 
value averaging between 100 and 115 
BTU per cubic foot. Such a gas can be 
adapted for use as a source of power 
—for instance, in a modern gas tur- 
bine. 


HE results of the first Gorgas ex- 
periment, with the laboratory 
work that followed, indicated that the 
underground gasification of coal had 
definite possibilities and was well 
worth further experimentation. Con- 
sequently, in March, 1949, the Bureau 
of Mines and the Alabama Power 
Company entered into a contract pro- 
viding for the construction of facilities 
and the operation of a second under- 
ground gasification experiment at 
Gorgas. 
The objectives of this second ex- 
periment were and are: 


1. To determine the quantity of coal 
that can be gasified from a given ini- 
tial combustion zone and the shape and 
extent of the burned-out area formed 
by this gasification. 

2. To determine the practicability of 
fixed product-gas outlets both at the 
outcrop of the coal bed and at vertical 
boreholes. It is the intention to test 
various designs of inlets and outlets, 
including the seals required. 

3. To determine the operational 
characteristics of the experimental in- 
stallation under such variation of con- 
ditions as the nature of the installation 
and the progress of the work may indi- 
cate to be desirable. For example, the 
length of the passage required, the 
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optimum rate of flow, and the pres- 
sure drop encountered. 


4. To determine the quality and 
quantity of the air-blow product gas 
generated under the experimental con- 
ditions. A secondary phase will be de- 
termination of the quantity of tar and 
related products obtained. 


5. To obtain all possible information 
regarding the action of heat on the 
overlying strata. 


6. To obtain such fundamental tech- 
nical and economic information having 
influence on the choice of plant sites, 
plant installation, and operating proc- 
esses as can be realized without inter- 
fering with the objectives listed. This 
will include the testing of refractory 
linings, together with the installations 
designed for handling hot gases. 


HE experiment, now more than a 

year old, will be continued until 
the maximum quantity of useful in- 
formation is obtained. 

The interest of the U. S. Bureau of 
Mines and the Alabama Power Com- 
pany initially was to determine pri- 
marily, whether coal could be burned 
in a dependable manner in the earth. 
The power company recognized the 
need for an economical source of fuel 
for boilers and the great potentialities 
in the progressive development of the 
gas turbine. Then, too, there was an 
awareness that low-cost oxygen would 
become available in time, with subse- 
quent production of higher-quality gas 
and a vast contribution to the science 
of metallurgy and chemistry. 

Research so far proves that the gas 
produced by burning coal underground 
is a mixture of nitrogen, carbon diox- 
ide, carbon monoxide, hydrogen, 
methane, and some higher hydrocar- 
bons. The nitrogen is contained in the 
incoming air and goes through virtual- 
ly unchanged. The carbon dioxide re- 


AUG. 17, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


sults from complete combustion of 
carbon with oxygen, while the carbon 
monoxide is a product of the partial 
combustion of carbon with oxygen. 
The hydrogen is derived directly from 
the coal or from the decomposition of 
steam in contact with hot carbon mon- 
oxide or carbon. The methane is pro- 
duced by synthesis during the gas- 
making reaction or together with 
higher hydrocarbon gases from dis- 
tillation of the coal. 

Heat is available from these gases 
in two forms—first, as sensible heat 
when they are cooled from a high tem- 
perature to a lower temperature; and, 
second, as combustion heat when the 
gases are burned with additional oxy- 
gen. The nitrogen and carbon dioxide 
can only give up sensible heat, while 
the carbon monoxide, hydrogen, and 
methane can give up sensible heat and 
be burned as well. 

For the generation of steam, with 
which to operate a steam turbine-elec- 
tric generator at the site of the under- 
ground gasification, both sensible heat 
and heat of combustion could be used. 
The boiler plant should be close to the 
exit of the underground gasification 
operation, and the gases taken to it at 
as high a temperature as possible. In 
fact, it might be most convenient to 
separate the boiler into several units, 
to be mounted over each of the exits 
of the gasification operation, and then 
pipe the steam to a central point for 
utilization. In this case, it would not 


e 


matter whether complete combustion 
was carried out underground, or 
whether oxygen was added above 
ground and combustion completed at 
that point. 


gy utilizing the gaseous products of 
underground gasification in a gas 
turbine, the turbine can be located at 
the gas outlet, the sensible heat ex- 
tracted through suitable heat-exchange 
equipment, and the combustion heat 
obtained in the combustion chamber 
of the turbine. The over-all efficiency 
of such a gas turbine installation may 
be 25 per cent to 50 per cent greater 
than is now obtainable from present 
mining methods, followed by coal 
utilization in a steam power plant. 

To produce a synthesis gas for mak- 
ing oil and gasoline from the under- 
ground operations, it probably will be 
necessary to use oxygen instead of un- 
derground air. This would give a gas 
high in carbon monoxide and hydro- 
gen concentration, and would elimi- 
nate the inert nitrogen from the prod- 
uct. It is contemplated that the result- 
ing gases would be synthesized by the 
Fischer-Tropsch process to give gaso- 
line and Diesel oil. 

There are a number of other possi- 
ble uses for the product from under- 
ground gasification; for example, in 
the production of chemicals or higher 
BTU gases. But no extended analysis 
has yet been made of these potentiali- 
ties. They are most important, and are 


tentialities as a method of obtaining low-cost synthesis gas, 


q “Tue underground gasification of coal has promising po- 


for it eliminates two basic costs common to other gas-mak- 
ing processes—the mining of coal and the installation of 


gas generators.” 
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going to receive consideration as the 
work goes on. 

The second Gorgas experiment was 
begun on March 18, 1949, and it has 
progressed without interruption to 
date. In this second experiment, the 
Alabama Power Company has made 
available the coal land and has fur- 
nished much technical assistance, both 
without cost to the government. Cer- 
tain work in connection with the ex- 
periment has been assigned to the com- 
pany by the Bureau of Mines. The 
company is doing this work, through 
its organization, on a bare cost basis. 
The Bureau of Mines has planned, 
supervised, and directed the work and 
has financed the services and facilities 
used in the preparation and operation 
of the project. It has been estimated 
that the government alone will have 
expended, through June 30, 1950, 
some $750,000 in the experiment. 


6 Koons second experiment is much 
more extensive and flexible than 
the first. If progress continues, varied 
approaches to the process will be ap- 
plied. It is likely that, with additional 
appropriations, the work at Gorgas 
may last for another two or three 
years. 

More than a year after the second, 
large-scale experiment got under way, 
experts said that while there must be 
some degree of conjecture, the follow- 
ing observations could be made: 

1. Some 3,000 tons of coal from the 
initial 300-foot passageway have been 
consumed, and no limit as to the quan- 
tity of coal which can be consumed 
from a passageway has been reached as 
yet. No difficulty has been encoun- 
tered in maintaining combustion and, 
after all, that is the first step. 
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Gas quality has not been stressed in 
these initial experiments. The funda- 
mental purpose has been to make a gas 
with constancy and continuity ; then to 
exercise control. If a producer gas re- 
sults, then a further step will be to 
produce a higher-quality gas through 
the use of oxygen and steam with the 
assistance of fluid catalyzers. 

2. When dealing with gases of high 
temperatures, outlets and refractories 
are important. To date, the boreholes 
which have been installed at this proj- 
ect have functioned adequately as hot 
gas outlets and air inlets. Both the un- 
lined boreholes and those filled with 
refractory linings have served ade- 
quately as hot gas outlets from the sys- 
tem. 

At the completion of the experi- 
ment, it may be that a study will be 
made of the comparative effects on 
each. 

3. It has not yet been possible to de- 
termine the operational character- 
istics for several variables such as the 
length of passage required, the op- 
timum rate of flow, and the pressure 
drop encountered. To date, only a 300- 
foot length of passage has been used 
in the operation of the project. Some 
eminent gas engineers think this pas- 
sage is not sufficiently long—others 
think it is too long. It is expected there 
will be set up soon a system whereby a 
shorter length passage will be utilized 
in an effort to obtain a short and very 
hot reaction zone. The best operation 
conditions have been realized so far 
when the maximum rate of flow ob- 
tainable at the project has been used. 
The experiment yet may reveal that 
higher pressures and greater volume 
are needed under certain conditions. 

4. At times during the experiment, 
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the calorific value of the product gas 
has been high enough to be combus- 
tible under proper conditions. Due to 
by-passing of air through void spaces 
underground, the energy content in the 
coal largely has been obtained as sensi- 
ble heat from the gases evolved from 
the system. There is reasonably good 
evidence that a good quality air-blown 
producer gas is being made on the 
burning coal ribs, but it has not yet 
been possible to produce such gas 
above ground. It is believed that this 
can be accomplished by additional 
drilling and introduction of sand at 
the proper point. 

5. In order to obtain data regarding 
the effect of heat on the overlying 
_ Strata, test holes were drilled along the 
line of the original entry and some to 
the side. It was found in some cases 
that the strata 15 feet above the top 
of the coal show the effect of heat. 
Some of the cuttings obtained from 
the test holes were red in color, similar 
to the red rock found in burning (an- 
thracite) culm or refuse piles. 


HE test holes to the side or off 

from the original entry indicated 
that there were few, if any, void spaces 
either at coal bed level or in the over- 
lying strata. At the level of the coal 
bed, drilling cuttings show the pres- 
ence of some combustible material. 
However, the volume in this region is 
at least three-fourths rock and ma- 


terial whose physical properties have 
been altered by the action of the heat. 
The evidence is that the roof action 
away from the line of the original en- 
try is altogether favorable to the 
process of underground gasification, 
and the roof action along the line of 
the original entry was not favorable. 
This strengthens the theory that either 
a sufficiently high temperature was 
not maintained, or that the rise of tem- 
perature during the first stage of the 
experiment was not sufficiently rapid. 
6. The acquisition of technical and 
economic information which can be 
useful in the selection of plant sites, 
plant installation, and operating proc- 
esses, will be gradual and cumulative. 
These data cannot be gained easily, 
but only as experiments are made, 
and without interfering with funda- 
mental objectives. For example, some 
valuable knowledge of seals has been 
acquired. The outlet seal at Gorgas has 
been moderately successful to date, al- 
though as originally designed it re- 
quired several revisions and modifica- 
tions. It has not yet been possible to in- 
stall a seal which is completely gas 
tight at the level of the coal bed. 
Other useful information has been 
realized. In a project of this size and 
scope, it is inevitable that progress 
must come by spurts and halts. Suffice 
it to say that the outlook is most fa- 
vorable and well justifies the pleasant 
subtitle of “100 acres of promise.” 





eer is important that people recognize the enormous stake they have in 
American industry. Millions of them depend upon industry for their 
jobs and future. To own a few shares in American industries gives them 
@ greater appreciation of where America’s wealth really comes from. 
“For a small shareholder to be receiving dividends and annual reports 
is one of the finest ways for him to learn more about this nation and 
to develop a pride in it and an interest in helping it grow.” 
—HErRMAN W. STEINKRAUS, 
Former president, Chamber of Commerce of the 


United States. 
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Can Southwestern States Limit 
Gas Exportation? 


The Federal Power Commission recently voted to rescind its 

Order No. 139, by the terms of which it had previously agreed 

not to assert jurisdiction over independent natural gas pro- 

ducers and gatherers. Is it legally possible for gas-producing 

states to resist the entry of FPC control by limiting the exporta- 
tion of gas? 


By LINCOLN SMITH* 


HE Federal Power Commission 
recently took the first step to 
regulate independent gas pro- 
ducers. The FPC voted to rescind its 
own Order No. 139. By the terms of 
this order, issued in August, 1947, the 
commission had previously agreed to 
“not assert jurisdiction over such pro- 
ducers and gatherers.” It is apparent 
that the recent presidential veto of the 
Kerr Bill has been interpreted by a 
majority of the commission (Draper, 
Buchanan, and Wallgren) as a green 
light for the exercise of FPC jurisdic- 
tion in the gas production field. The 
Kerr Bill would have imposed a statu- 
tory restriction on the FPC against 
the exercise of such control over in- 
dependent producers. 
In this recent action (rescinding 





*For personal note, see “Pages with the 
Editors.” 
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Order No. 139), the FPC majority 
had indicated that it would follow the 
line of first throwing the independent 
production field wide open for special 
investigation but leaving actual as- 
sumption of control to future piece- 
meal procedure. Starting with the 
larger companies, each natural gas 
producer would thus become a special 
case, until one by one the legal as well 
as practical limits of FPC’s new area 
of authority become consolidated. 
Phillips Petroleum Company was spe- 
cifically mentioned as being the first 
probable case with hearings scheduled 
to open September 11, 1950. 

The passage and veto of the Kerr 
Bill were mentioned by the FPC ma- 
jority in a policy statement issued with 
its rescinding order. The statement de- 
clared that it was not the intention of 
the commission to inaugurate a “gen- 
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eral investigation” respecting existing 
rates charged by producers and gather- 
ers. Although the rescission order was 
technically unanimous, Commission- 
ers Smith and Wimberly, in a con- 
curring opinion, dissented in princi- 
ple, stating that they agreed to the ma- 
jority action only because “the order 
(No. 139) does not accurately reflect 
the interpretation placed by the ma- 
jority on the Natural Gas Act, and 
therefore the policy of the commis- 
sion.” 


Ww is likely to be the result of 
this attitude of the FPC major- 
ity—with its apparent intent to ex- 
plore, if not enter, the field of regulat- 
ing independent producers on their 
home grounds? For one thing, efforts 
of certain oil producers to divorce 
themselves from natural gas produc- 
tion by divestment or reorganization 
of their corporate structures will like- 
ly gain momentum. Opposition in gas- 
producing states to “Federal invasion” 
may take the form of state regulation 
of local production to assist small pro- 
ducers through “minimum” rate fix- 
ing. This has already been tried and 
approved by the lower courts in Kan- 
sas. A test case awaits U. S. Supreme 
Court review next fall. The issue of 
the “rate base approach” as compared 
with “field price” in fixing wholesale 
natural gas rates will be sharply drawn 
over the next few years. But most con- 
troversial of all are the rebellious hints 
heard from time to time that the south- 
western states may move to bar or 
limit the export of gas. 

The veto of the Kerr Bill and sub- 
sequent elevation of Commissioner 
Mon C. Wallgren to chairman of the 
Federal Power Commission by Presi- 


dent Truman are interpreted as an 
administration “go-ahead” signal for 
the exercise of Federal Power Com- 
mission jurisdiction in the gas produc- 
tion field. As a counterattack against 
anticipated FPC regulatory policies, a 
revival of a retaliatory movement 
among the gas-producing states is an- 
ticipated in some quarters. 

State action could take the form of 
legislation to tax, in one way or an- 
other, the production and/or export 
of gas, the limitation of the produc- 
tion of gas as a conservation measure, 
or even a more drastic limitation or 
embargo on the export of gas. If such 
state legislation is forthcoming, it will 
start another chapter in the economics 
and politics of American federalism. 


n the realm of economics, state re- 
taliatory legislation would revive 
an early American precedent in the 
form of state trade barriers to inter- 
state commerce. These reached a peak 
before 1789 as will be seen in the Ar- 
ticles of Confederation. Such state 
trade walls were a fundamental rea- 
son for creating a new Constitution, 
with broad interstate commerce pow- 
ers granted to the central government.’ 
Again, after the depression about 
two decades ago, the states were suc- 
cessful in giving their own citizens 
certain economic preferences under 
the guise of port of entry laws, quar- 
antine and inspection laws, public 
health regulations, the right to control 
their corporations, and protect their 
citizens against fraud, etc. The situa- 
tion was well summarized by Pro- 





, The New American Gov- 
ernment and Its vork, 4th ed., New York 
oa me) poe i 301; Frederic A. ‘Ogg and P. 
ay, Introduction to American Gov- 

wah 8th ed., New York (1945) page 525. 


1 James T. Youn 
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CAN SOUTHWESTERN STATES LIMIT GAS EXPORTATION? 








Southwestern Rebellion over Gas 


14 HE issue of the ‘rate base approach’ as compared with ‘field price’ 

in fixing wholesale natural gas rates will be sharply drawn over 
the next few years. But most controversial of all are the rebellious hints 
heard from time to time that the southwestern states may move to bar 
or limit the export of gas. The veto of the Kerr Bill and subsequent 
elevation of Commissioner Mon C. Wallgren to chairman of the Federal 
Power Commission by President Truman are interpreted as an admin- 
istration ‘go-ahead’ signal for the exercise of Federal Power Commission 

jurisdiction in the gas production field.” 





fessor F. E. Melder, as follows :* 


Probably a more important effect of 
trade barrier legislation is the increased 
sectionalism it inspires. Of course such 
laws are the expression of the wants 
of the protected economic groups. Yet 
many times the excluded persons and 
concerns have sufficient influence to 
initiate campaigns of reprisal and re- 
taliation. The propaganda which ema- 
nates from both sides in the ensuing 
controversies undoubtedly increases 
the spirit of localism within the coun- 
try. Such influences, being intangible, 
are not susceptible to measurement, but 
it is probably true that the ill will thus 
engendered has had and will have con- 
siderable sociological and political sig- 
nificance in retarding reforms in gov- 


2F. E. Melder, State and Local Barriers to 


Interstate Commerce, Orono (1937) pages 170, 
171. 
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ernment structure long since overdue. 


But after 1937 certain economic and 
political forces militated against some 
of the states’ efforts at economic iso- 
lation. As the depression “withered 
away” and international conflict ap- 
peared on the horizon, the trend was 
toward a national rather than a local 
economy. Pressure groups, governors’ 
conferences, and other organizations 
induced legislatures to repeal some of 
the restrictive legislation. Likewise, 
the new personnel of the Supreme 
Court tended to support national in- 
stead of state regulation. 


, ] ‘HE present threat for state par- 
ticularism, however, promises a 
change of emphasis from those of 
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1780 and 1930. On the previous occa- 
sions, the states retaliated against each 
other more than they did against the 
national government. At present it 
appears, though, that the states by 
compact, informal agreement, or 
otherwise might unite in their efforts 
to stave off additional FPC jurisdic- 
tion over their gas production. 

On the basis of several Supreme 
Court decisions it was assumed for 
quite some time that states could not 
forbid the exportation of gas to other 
states in order to conserve it for citi- 
zens of the state of origin, and that gas 
and electricity sold across state lines 
were not subject to wholesale price 
control by the states.* This assump- 
tion, however, is greatly oversimpli- 
fied. The doctrine of local preference 
seems to have more validity today than 
it did twenty-five years ago. 


— or twenty years ago consti- 
tutional lawyers and utility execu- 
tives were discussing and writing on 
the constitutionality of the restrictive 
policies of some states, considering the 
conflict between the right of a state to 
regulate under its reserved powers and 
national regulation of interstate com- 
merce. These leaders, who disagreed 
on conclusions, argued on analogy of 
the wild game, water, natural gas, and 
shrimp decisions, which usually car- 
ried vigorous dissents. Since that time 
the Supreme Court has added new 
fuel to the controversy, deciding nu- 





SWest v. Kansas Nat. Gas Co. (1911) 221 
US 229; Pennsylvania v. West Virginia (1923) 
262 US 553, PUR1923D 23; Missouri v. Kansas 
Nat. Gas Co. (1924) 265US293, PUR1924 E78; 
Public Utilities Commission v. Attleboro 
Steam & E, Co. (1927) 273 US 83, PUR1927 
B 348, 
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merous interstate commerce cases 
tending to favor national action and 
others supporting state control. Short- 
ly after the early New Deal cases, the 
climate of judicial opinion seemed 
hostile to state particularism. But 
more recently, with the Court appar- 
ently probing for more decentraliza- 
tion and attempting to revitalize state 
activity, some decisions have reverted 
to the dissenting views of Mr. Justice 
Holmes. 


one of the leading natural gas 
cases, a West Virginia statute at- 
tempting to recall natural gas from 
interstate commerce to give preference 
to local users .was outlawed by the 
Court as state regulation of interstate 
commerce. But for several reasons 
this precedent may not be valid today. 
The case was argued and reargued 
several times before the Court, and 
then only to produce a decision by a 
divided Court. Thus it cannot be con- 
sidered as having decided anything 
more than the precise set of facts pre- 
sented at that time. Note, for example, 
the language of Justice Holmes*: 

I see nothing in the commerce clause 
to prevent a state from giving a pref- 
erence to its inhabitants in the enjoy- 
ment of its natural advantages. . . . the 
Constitution does not prohibit a state 
from securing a reasonable preference 
for its own inhabitants in the enjoy- 
ment of its products even when the 
effect of its law is to keep property 
within its boundaries that otherwise 
would have passed outside. 


Very recently Mr. Justice Frank- 
furter expressed his doubt on the 
merits of that decision. On the issue 
whether a state can withhold from in- 





* Pennsylvania v. West Virginia (1923) 262 
US 553, 602, 603, PUR1923 D23. 
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terstate commerce a product derived 
from local raw materials to satisfy a 
local need, Mr. Frankfurter said in 
his dissent: “For me it has not been 
put to rest by Pennsylvania v. West 
Virginia.”* In much the same vein of 
thought, Mr. Justice McReynolds dis- 
sented in the Louisiana shrimp em- 
bargo decision, suggesting that a state 
may regulate the transportation of 
wild things in ways not permissible 
where wheat is the subject matter.® 

Four justices dissented in Hood v. 
Du Mond,” feeling that the commerce 
clause should not be stretched to for- 
bid New York’s attempt to protect the 
healthful supply of milk of consum- 
ers, even though some of them hap- 
pened to live in Troy, New York. Two 
opposing philosophies, comparable to 
the threat of further infiltration by the 
FPC in the natural gas industry and 
an anticipated state retaliation, were 
outlined by Mr. Justice Black. Where- 
as state trade barriers to interstate 
commerce will bring about “Balkan- 
ization” of commerce in the United 
States, other people, however, prefer 
this to governmental regulation of 
free enterprise. ““To them the spectre 
of bureaucracy is more frightening 
than Balkanization.” 


pace the staff of the Fed- 
eral Power Commission is work- 
ing out a plan for bringing at least the 
larger independent producers within 
the regulatory orbit of the Natural 
Gas Act. No general order is expected 
defining the kind of producer which 


5 Hood v. Du Mond, U. S. Supreme Court, 
L ed, Advance Opinions, 1948-1949, Vol. 93 
No. 12. 

6 Foster-Fountain Packing Co. v. Haydel 
278 US 1, 15 (1928). 

7 Note 5, supra. 
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will be regulated and to what extent. 
Instead, producing companies will be 
separately invited and, if necessary, 
asked to show cause why they should 
not be subjected to successive phases 
of FPC control. 

This extended jurisdiction appar- 
ently indicates a departure from the 
FPC intent of three years ago. Its 
General Order No. 139 (August 7, 
1947) disclaimed at that time any in- 
tention of exercising jurisdiction over 
independent gas producers. Whether 
this order represented a policy of the 
commission in 1947 or merely an in- 
tent to withhold the exercise of juris- 
diction until Congress acted, now be- 
comes a rather academic question in 
the light of the rescission of the order 
on July 13, 1950. Suffice it to say that 
a shift in the majority sentiment of 
the FPC now places the commission 
squarely on the road toward regula- 
tion of independent producers. 

The question of placing responsi- 
bility for this extension of FPC juris- 
diction in Congress or the administra- 
tion is a debatable one. There are 
puzzling crosscurrents of sentiment 
which make it difficult to determine 
just what Congress wants to do in the 
matter. Passage of the Kerr Bill by 
Congress must have indicated its wish 
at that time, to keep the independent 
producers free from the FPC. The 
veto of the bill, on the other hand, is 
evidence of a desire of the President 
to extend FPC jurisdiction in this di- 
rection. Finally, the failure of Con- 
gress to attempt to override the veto 
simply means acquiescence to execu- 
tive leadership on this legislative policy 
or policy determination by the execu- 
tive for want of a two-thirds majority 
in Congress. 
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. consider the willingness of Con- 
gress to go along with the inclu- 
sion (under the recent reorganization 
of government agencies) of the Fed- 
eral Power Commission in the list of 
certain independent regulatory com- 
missions to which the President is au- 
thorized to name the chairman. Is this 
indicative of the intent of Congress 
to give the President more discretion 
for determining regulative policy 
than in other agencies to which the 
President cannot select the chairman ? 
And if the Kerr Bill was, as its spon- 
sors claimed, actually a measure to 
spell out or clarify an exemption which 
Congress intended in the original act 
(and which the FPC has voluntarily 
respected until the very recent abroga- 
tion of Order No. 139), we arrive at 
the interesting parliamentary situation 
of a majority of Congress being un- 
able to preserve the integrity of its own 
intent from possible distortion by ad- 
ministrative interpretation. Only a 
two-thirds majority of its own mem- 
bership, necessary to override a presi- 
dential veto, could redeem the major- 
ity’s intent in such circumstances. Any 
act of Congress passed by a closely 
divided vote might be equally vulner- 
able to discretionary change. 
Regardless of responsibility, how- 
ever, the pull of centrifugal force at 
the top, which extends FPC jurisdic- 
tion over independent natural gas pro- 
ducers, seems to be inviting centripetal 
force at the bottom to retaliate in the 
form of state trade barriers in the nat- 
ural gas industry. If this faucet to 
tighten the controls of national regu- 
latory administration be labeled “bu- 
reaucracy,” and its counterpart in 
state action be called “Balkanization,” 


the public interest in the natural gas 
industry lies in “no man’s land.” 


Mc" people will probably agree 
with Supreme Court Justice 


Jackson in this statement :* “The fact is 
that neither the gas companies nor the 
consumers nor local regulatory bodies 
can be depended upon to conserve 
gas.” On the other hand, the spectre 
of bureaucracy obliterating state lines 
in the control of local natural resources 
is highly objectionable to many others. 
The solution, of course, must be a pro- 
gram which requires the participation 
of both national and state govern- 
ments. Successful administration of 
the Natural Gas Act necessitates the 
delimitation of respective spheres of 
interest by both governments in much 
the same way as Mr. Justice Burton 
attempted to reconcile the Federal 
Power Act with conflicting state 
policy :* 

We find that when that act is read 
in the light of its long and colorful 
legislative history, it discloses both a 
vigorous determination of Congress 
to make progress with the development 
of the long idle water power resources 
of the nation and a determination to 
avoid unconstitutional invasion of the 
jurisdiction of the states. 


Thus neither a grass-roots nor a 
tree-tops program is wanted. Instead, 
thinkers and planners from both levels 
of government are needed who will, by 
interstate compact or otherwise, work 
harmoniously and contribute to a long- 
term policy for the gas industry. 





8Federal Power Commission v. Hope Nat. 
oe Ss Co. (1944) 320 US 591, 637, SI PUR 


8 First Iowa Hydro-Electric Codperative v. 
Federal Power Commission (1946) 328 US 
152, 171,63 PUR NS 193. 
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REA Enters a New Phase 


With the military demands cutting in on Federal domestic 

spending and lending programs, what will REA do after its 

rural electrification program is virtually completed—perhaps 

next year? Recent indications that REA may embark on a field 

of financing the public power programs of other Federal agen- 

cies and the increasing importance of the rural telephone 
program are explored. 


By McLELLAN SMITH* 


vEN before the Korean outbreak 
kK brought pressure on the Federal 

government to cut down or cut 
out domestic spend-lend programs, 
REA’s future had raised some inter- 
esting questions. Now that electric 
power has been taken to 85 per cent 
of the nation’s 5,859,169 farms, there 
arises the question, “How much longer 
could the Rural Electrification Admin- 
istration function — three, five, ten 
years, Or more?” 

The question admits of no definite 
answer. It is one that REA officials 
themselves cannot answer. Two years 
ago it was brought out at a congres- 
sional hearing that REA could finish 
its farm electrification job in ten years, 
but figures recently made available by 
REA itself would indicate the com- 
pletion could come in much less time; 
say three years. 





*For personal note, see “Pages with the 
Editors.” 
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It has to be remembered that REA 
is, technically at least, a subdivision of 
the Department of Agriculture. Fed- 
eral bureaus have a traditional tend- 
ency to emulate the perpetual motion 
of Tennyson’s brook. Witness the gov- 
ernment’s United States Spruce Cor- 
poration, a World War I bureau cre- 
ated to buy and allocate spruce timber 
for aircraft construction. Although 
we have been fabricating warplane 
fuselages from metal for more than 
thirty years, the Spruce Corporation 
is not yet liquidated. 


WwW REA keep on going long 
after the last farmer, who can 


be possibly and economically connected 
to central station service, has been so 
connected? It can. It is to be borne 
in mind that REA loans are common- 
ly made for a period of thirty-five 
years. This would mean that loans 
made in the current year would not be 
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repaid until 1985. And that does not 
include the probability of future loans. 
That also would mean that REA 
would boil down to a mere liquidating 
agency for the collection of outstand- 
ing loans. A handful of clerks, files, 
books, and adding machines would be 
all that would be required for such 
purposes. It can be stated, as a matter 
of intent, if not definite forecast, that 
REA officials do not see the agency 
slipping into such a humble, modest 
role. What’s more, REA has demon- 
strated a political popularity with the 
rural electorate that makes it a very 
tempting vehicle for further and fu- 
ture farm aid operation. Such discus- 
sion brings us to REA’s more recent 
advent in the rural telephone loan 
business. 

Last year, the large government 
lending agency got what appears to be 
a new lease on life—something which 
can keep REA in business for at least 
two more decades—the farm telephone 
program. Like loans to the power co- 
Speratives, loans for rural telephone 
construction and expansion can run 
for a period of thirty-five years. 


Present Status of the Power Program 


) ae a July 13th press release detailing 
its performance in the fiscal year 
ended June 30th, REA said that its 
program “continued at the peak. rate 
established in 1948 and 1949.” But the 
statement makes no reference to the 
future, nor does it forecast in what 
year farm electrification will be com- 
pleted. 

Privately, a top-level REA official 
recently said, ““We are over the hump. 
Probably after this [fiscal 1951] year, 
we will coast along doing less and less 


in the rural electrification loan field at 
the local level. It could be, however, 
that the advent of congressional au- 
thority to lend for rural telephone lines 
means that we won’t do so much coast- 
ing after all, but will continue as an 
active major government agency.” 

He may be correct in this surmise, 
even though it is difficult to see how 
REA can function much longer in the 
power field. By its own estimates, REA 
loans have resulted in power service 
being connected to 3,689,758 rural 
consumers, 2,951,806 of whom are 
farmers, the remainder being schools, 
churches, gasoline service stations, 
hatcheries, and other small industries 
in country areas. Private electric 
power companies have accounted (for 
the most part) for the balance of farms 
connected. 

The electric industry’s figures on 
farm electrification confirm this rapid 
progress toward complete rural elec- 
trification in the United States. Ac- 
cording to the Edison Electric Insti- 
tute Statistical Bulletin No. 17 (pub- 
lished July, 1950) there were 4,994,- 
700 farms served as of December 31, 
1949, of which private companies were 
serving 2,407,046 and REA co-ops 2,- 
343,738, with the small balance of 
243,916 being served by municipal 
plants or other public agencies. This 
would amount to 85.4 per cent of the 
total of 5,859,169 farms shown in the 
1940 census. Even this would not take 
into account unserved farmers already 
situated within close connecting dis- 
tance of rural lines, which remain 
without service simply at the option 
of the owners or occupants. 


SSUMING that REA’s estimate that 
85 per cent of the country’s 5,- 
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859,169 farms? now have electric 
power is substantially correct, it logi- 
cally follows that there are less than 
one million farms without electricity 
—878,875, to be exact. Projecting 
REA’s own statement of fiscal 1950 
operations, the farms not now served 
could have power in a matter of five 
years. But even this estimate is prob- 
ably on the bright side because, as al- 
ready noted, many of these unserved 
farms are already located within con- 
necting distance and do not, therefore, 
present any line electrification prob- 
lem, as such. 

During the year just ended, REA 
made loans slightly in excess of $375,- 
000,000 to construct lines and facili- 
ties to serve 337,155 consumers, 80 
per cent or 269,724 of which are 
farms. If this rate of service were to 
be maintained during each of the com- 
ing years, 878,875 nonelectrified farms 
could have REA-financed power by 
December 31, 1954, even if REA did 
the whole remaining job, and the pri- 
vate companies did nothing more at 
all. If we assume, more logically, that 
the private companies will account for 
at least half of these remaining con- 





1 Although the trend in the total number of 
farms in the United States has been downward 
during the last two decades, the 1950 census 
may show an increase. For one thing the defi- 
nition of a farm has been liberalized to include 
either three acres or a place producing agricul- 
tural products valued at more than $150 a 
year (as compared with $250). 
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nections, we could have REA winding 
up its rural electrification job by De- 
cember 31, 1952. 

But, will REA continue at its pres- 
ent brisk pace? No one knows. Con- 
gress made $500,000,000 (over-all) 
available for rural electrification loans 
in fiscal 1951. But the outbreak of hos- 
tilities in Korea, with its resultant de- 
mand for vast expansion of our mili- 
tary machine, will slow down non- 
military domestic spending, such as 
happened to REA during World War 
II. Allocations of steel, copper, and 
other strategic materials to defense 
purpose will leave little for the con- 
struction of generating plants, substa- 
tions, and rural lines. The duration of 
our military venture in the Far East 
may add that much to the life of REA. 

Prior to the war threat, REA offi- 
cials conceded that plans might have 
to be formulated to cut down power 
loan activities after the current fiscal 
year expires. The reduction, it was in- 
dicated, could be accomplished through 
a lowered operating budget and leav- 
ing staff vacancies unfilled. At the or- 
dinary rate of personnel turnover, it 
would be possible in this way to reduce 
REA’s staff by 50 per cent over the 
next three years. However, some REA 
executives now look to the rural tele- 
phone program to keep the adminis- 
tration operating as a functional agen- 
cy, rather than a liquidating agency. 


7 


“It is to be borne in mind that REA loans are commonly 
made for a period of thirty-five years. This would mean 
that loans made in the current year would not be repaid 
until 1985. And that does not include the probability of 
future loans. That also would mean that REA would boil 
down to a mere liquidating agency for the collection of out- 


standing loans.” 
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Other REA Possibilities 

F. eerenen most REA loans are now 

being made for a term of thirty- 
five years, some of them have been re- 
paid ahead of schedule while defaults 
have been negligible. As of June 30th, 
repayments overdue more than thirty 
days totaled $763,000. This would in- 
dicate that REA’s liquidating func- 
tions will be little more than routine, 
requiring a very, very small staff. In 
fact, such functions could readily be 
transferred to the Treasury Depart- 
ment without unduly burdening that 
agency. 

Adding to REA’s accounting and 
collection duties is the fact that the 
first loan to a rural electric codpera- 
tive is not necessarily the last. As these 
organizations reach further into their 
areas of service, they turn to REA for 
financing of new lines and substations 
and sometimes for refinancing. The 
administration is their only practical 
source of new funds. Rates to sub- 
scribers are fixed at figures that will 
pay operating costs and amortize the 
loan. This leaves no surplus for invest- 
ment in new facilities, consequently 
the rural electric codperative becomes 
a virtual ward of the government and 
remains in that status until its expan- 
sion reaches the so-called saturation 
point and its loan is repaid. 

Charged by law with the responsi- 
bility for taking electricity to rural 
areas which cannot get power from 
other sources, REA very definitely en- 
courages its borrowers to expand, 
making funds available for such ex- 
pansion. In addition, the agency main- 
tains constant supervision over its 
borrowers—supplying uniform meth- 
ods of accounting, periodically audit- 
ing their records, and supplying sales 
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ideas. But there is still another and 
far more interesting possibility for 
keeping REA going full blast. That is 
the “super co-op.” 


The Super Co-op 


HE so-called super co-op is a term 

applied to REA borrowers offi- 
cially designated by the agency as 
“Generation and Transmission Fed- 
erations.” They function similar to a 
controlled service company for an 
affiliated system of operating public 
utility companies. 

Organized as a cooperative in its 
own name to receive loans from REA 
to be used for construction of gen- 
erating and transmission facilities, ihe 
super cooperative is owned by its 
members which, in turn, are distribut- 
ing co-ops. In reality the super co-op 
is created to function as a source of 
wholesale supply for its member dis- 
tributing co-ops. 

The first loan of this type was made 
by REA on December 31, 1936, to the 
Federated Codperative of Pocohontas, 
Iowa. In the beginning, super co-op 
loans were few in number and usually 
designed to take care of special cir- 
cumstances — where REA felt that 
wholesale power could not be supplied 
by local utilities or public agencies, or 
where such an alternative supply was 
not adequate or satisfactory as to price 
or other conditions. . 

In all, REA has financed 27 of these 
super co-ops in 15 states. Their bor- 
rowings total $257,664,784. This sum 
has been used to construct 44 Diesel, 
19 steam, and 15 hydro plants with a 
total generating capacity of 620,608 
kilowatts to be distributed over 14,274 
miles of line to 247 member distribut- 
ing cooperatives. 
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Nearing the End of the Line 


TR teas the year just ended, REA made loans slightly in excess 

of $375,000,000 to construct lines and facilities to serve 337,155 

consumers, 80 per cent or 269,724 of which are farms. If this rate of 

service were to be maintained during each of the coming years, 878,875 

nonelectrified farms could have REA-financed power by December 31, 

1954, even if REA did the whole remaining job, and the private com- 
panies did nothing more at all.” 





The Lease-back Controversy 


pene of the REA super co-op loans, 
especially during the past two 
years, have been made in certain areas 
and under circumstances which seem 
to give impetus to the spread of public 
power operations. Spotlighted have 
been loans to super co-ops in the area 
of the Southwestern Power Adminis- 
tration, where these loans have been 
used to finance the construction of 
generating and transmission facilities 
for which Congress has not granted 
an appropriation for SWPA. 

The super co-op has accepted the 
loan as the nominal borrower, taking 
title to the facilities to be constructed. 
In turn, the facilities are turned over 
to SWPA under a long-term lease, at 
the termination of which (or even be- 
fore if Interior appropriations are 
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available) SWPA has an option to 
buy. This “lease-back” arrangement 
has brought forth criticism from pri- 
vately owned power companies and 
others that the super co-op is simply 
an evasive device whereby one Federal 
agency can turn over funds, appropri- 
ated for its use, to the benefit of an- 
other Federal agency, contrary to the 
original intent of Congress. 

This charge has been vigorously 
denied by officials of REA and 
SWPA. But there are indications that 
Congress is skeptical of such denials. 
In reporting out the current appropria- 
tion bill, the Senate Appropriations 
Committee declared itself concerned 
by “the large increases in the propor- 
tion of the funds made available that 
is devoted to loans for generating and 
transmission facilities.” In addition, 
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the committee recommended that the 
Committee on Agriculture and Fores- 
try review the entire subject to deter- 
mine whether legislation is necessary. 
At the present time two pending bills 
by Senator Elmer Thomas (Democrat, 
Oklahoma) and Representative Boyd 
Tackett (Democrat, Arkansas) would 
require congressional approval of each 
proposed super co-op loan. 

REA officials defend the super co- 
op loans as legitimate and not contrary 
to the interests of private enterprise.’ 
However, it is significant that since 
the introduction of the Thomas and 
Tackett bills, REA’s activities in the 
generating and transmission field have 
marked time. This may be only a tem- 
porary cessation as it is not likely that 
the pending bills can get much atten- 
tion during the present Congress. 


Telephone Loan Program 


N effect since October 28th, the 
REA rural telephone loan program 
got off to a rather slow start. The basic 
legislation, in the form of an amend- 
ment to the REA Act, authorized loans 
to existing independent telephone sys- 
tems for expansion and improvement 
of their services in rural areas. Con- 
gress made available $25,000,000 for 
the remainder of the fiscal year which 
ended June 30th, and specified that no 
allocations be made to codperatives for 
one year, except in areas where no 
rural telephone service exists. It is 
anticipated that $40,000,000, plus 


® Some idea of the growing importance of the 
super co in the REA program is the fact 
that the super co-ops granted loans will 
serve over one-fourth—27 per cent—of all out- 
standing (913) REA distributing co-ops. Dol- 
larwise, this amounts to over a quarter of a 
billion or about one-quarter of the two billion 
already loaned out by REA for all purposes 
since its inception in 1935. 
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$21,500,000 of unallocated 1950 
funds, will be available for telephone 
loans in the current fiscal year. The 
Senate Appropriations Committee has 
recommended the $40,000,000 and 
House concurrence seems a certainty. 

The REA closed its fiscal year books 
on June 30th with telephone alloca- 
tions of $3,426,500 to 15 companies 
and two cooperatives located in 15 
states. These allocations are expected 
to improve service for 6,979 existing 
subscribers and bring service to 10,- 
731 new subscribers. In addition, REA 
has informally estimated that the po- 
tential capacity of the systems receiv- 
ing the loans might be as much as 20,- 
286 if “future prospects” were also in- 
cluded. 

Latest figures available from gov- 
ernment sources indicate there are 3,- 
509,160 farms in the United States 
without telephone service. In order to 
get lines to these potential subscribers 
in fifteen years, comparable with rural 
electrification experience from 1935 
to 1950, it would be necessary for the 
industry, including REA borrowers, 
to connect farms at a rate of 240,000 
a year for the next fifteen years. So 
far, REA telephone loans indicate a 
pace of only 2,500 new subscribers a 
month. But this does not take into ac- 
count the rapid progress being made 
by the Bell system and many independ- 
ent companies which have not sought 
REA loans. 


REA Telephone Policies 


| pe the start of the program, REA 
discouraged rural electric codpera- 
tives from attempting to enter the 
telephone field. Administrator Wick- 
ard pointed out that there are legal 
obstacles in many states to electric co- 
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dperatives going into the telephone 
business. He also said that the mem- 
bership of the two types of codpera- 
tives, in many cases, would not be 
identical and conflicts of interest might 
arise. 

Moreover, Wickard said, there was 
much in the legislative history of the 
new telephone law to indicate that 
Congress did not anticipate that elec- 
tric codperatives would engage gen- 
erally in the telephone business. 

Because of the near-static income 
of a telephone company as compared 
with the revenue growth prospects of 
a power cooperative, REA will not 
make 100 per cent loans for rural tele- 
phone expansion. A minimum equity 
of 10 per cent is required. The aver- 
age on loans thus far made runs be- 
tween 20 per cent and 25 per cent. Al- 
though not a hard and fast rule, REA 
is inclined to look with favor on ap- 
plicants who plan to modernize their 
systems with dial. 


Economic Outlook 


HE $3,426,500 thus far loaned 

will give improved service to 6,- 
979 existing rural subscribers, and 
bring service to 10,731 new subscrib- 
ers. This approximates a cost of $320 
per new subscriber. Although this is 
somewhat higher than previous tele- 
phone industry experience for this 
type of service, there are two offset- 
ting factors : Part of each loan is being 


used to give improved service to ex- 
isting subscribers, and each applicant 
has to put up some additional funds 
that are not borrowed from REA. 

It would seem that REA-financed 
rural telephone service will require a 
subscriber rate of more than $3 in or- 
der to pay out expenses and taxes, as 
well as amortize the REA loan. This 
is aside from any consideration of re- 
turn on investment. This would indi- 
cate a higher telephone rate than has 
generally prevailed among rural tele- 
phone subscribers, although a higher 
grade of service will doubtless be avail- 
able. 

Even up to recent years, rural tele- 
phone service on the old “stem-winder” 
(hand-crank) equipment basis was 
available for rates ranging from $1.25 
to $2 a month, and farmers have 
somehow come to regard that price 
level as standard, despite rapid in- 
crease in all other cost of living items 
and the revenue received for their own 
crops. This situation may necessitate 
considerable “selling” effort to con- 
vince farmers that the better service is 
worth more than the traditionally low- 
cost rural service, which many of them 
have not used for years. 


Conclusions 


HE writer has pointed out that— 
barring military demands for 
strategic materialsk—REA could con- 
ceivably complete its rural electrifica- 


= 


ing that REA could finish its farm electrification job in ten 


q “Two years ago it was brought out at a congressional hear- 


years, but figures recently made available by REA itself 
would indicate the completion could come in much less time; 
say three years.” 
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tion program by the end of 1952 for 
all practical purposes. However, REA 
officials do not envisage such rapid 
progress from now on. In the mean- 
time, the new telephone loan program 
moves at a pace which indicates REA 
can exist for as much as two decades 
to come. And the “super co-op” activ- 
ity indicates that REA may generally 
shift into the electric power genera- 
tion and transmission financing field, 
now that the strictly distribution phase 
of rural electrification is drawing to a 
close. In this role) REA may emerge 
as virtually a lender to other public 
agencies, including Federal bureaus 
rather than grass-root farmer organ- 
izations. 

There is a negative possibility, of 
course, if the nation’s military com- 
mitments become so onerous and pro- 
tracted as to require drastic belt tight- 
ening on all Federal aid for nonmili- 
tary domestic purposes. During World 
War II, REA was moved out to St. 
Louis with reduced staff and most of 
its program went into “deep freeze,” 
because the armed forces had more 
urgent need for Federal funds, wire, 
equipment, and other strategic ma- 
terials and man power which rural 
electrification ordinarily employs. But 
at that time the rural electrification 
program was still far from completed. 


And with the end of hostility, REA 
plans popped out of the deep freeze 
bigger and broader than ever. 


HIs time, REA faces a far differ- 
ent situation if it has to return toa 
deep-freeze basis for any prolonged 
duration. Farm electrification is so far 
along that the power companies might 
well make an end of it without REA 
operations, if the “freeze” were on for 
a really long period followed by pres- 
sure for continued economy in Federal 
spending and domestic activity. 
Viewed in this light, there is an out- 
side chance that REA’s rural electrifi- 
cation program, as such, might never 
survive another deep freeze and 
that the word “Korea” would come to 
have, among other grim connotations, 
the somber meaning: “Kill off REA.” 
But that has never been the way 
Federal agencies have operated in the 
past. It would be a brave prophet in- 
deed who would predict such an early 
end for REA, even after the last farm 
has come on the line. Maybe the name 
will have to be changed to fit some new 
functions, in future years. We may be 
sure, however, that there will be a live- 
ly inquiry into the availability of new 
functions, before REA officials will 
ever voluntarily chant their nunc 
dimittis. 





¢ ‘W: have seen on the one hand a rising thirst for govern- 

ment-granted security, for pensions, for medical aid, 

for relief of various sorts from uncertainties which men have 

faced independently in the past. On the other hand, we have for 

several years experienced a falling off in the purchasing power 

of our moneys. In many ways the same policies of government 

have both whetted this thirst for security and debased the money 
in which that security is measured.” 

—Francis ADAMS TRUSLOW, 
President, New York Curb Exchange. 
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Washington and the 
Utilities 


Washington Contest for War 
Controls? 


CEs are voicing the rather cyn- 
ical view that Washington has be- 
come, overnight, a race track for Federal 
agency chieftains scrambling for war 
powers. While the press was noting con- 
gressional consideration of the ways and 
means for raising the $10.5 billion sought 
by President Truman, editors thought 
the leaders were awakening to the fact 
that the national economy must be geared 
to an increasing rate of mobilization for 
at least two years—probably longer. 

According to a recent issue of the 
Washington newsletter, P. U. R. Ex- 
ecutive Information Service, the ac- 
ceptance of that grim fact has raised a 
host of supplementary questions vital to 
all industries, including the utilities. The 
main concern, right now, among the Fed- 
eral bureaus, the P. U. R. newsletter con- 
tinued, is the delegation of the expected 
emergency powers. Important questions 
as to what will have to be done are tem- 
porarily overshadowed by the question of 
who will handle controls. 

The P. U. R. letter stated: 


It had been generally assumed that 
the National Security Resources Board 
(NSRB) would take over, in such a 
crucial time, a rdle similar to the old 
War Production Board during World 
War II. That may still be the way 
things will work out; but not without 
rivalry. Stories critical of NSRB are 
being circulated. The Interior Depart- 
ment seems headed for a top control 
spot over the allocations of petroleum, 
natural gas, and solid fuels. Commerce 
Secretary Sawyer told a congressional 
committee this week that he thought 
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the Interior Department would most 
likely handle the rationing of electric 
power, if shortages develop, which he 
seems to expect. Regular Federal regu- 
latory commissions may be banished 
from the nation’s capital, leaving war 
control “czars” (for gas, power, trans- 
portation, and communications) to 
take over important emergency func- 
tions. 


HE weekly P. U. R. letter also 

said : 

If all this seems premature, it must 
be remembered that now is the plastic 
stage of any future war control pattern 
to be followed by the Federal govern- 
ment. An agency which manages to 
get the inside track, at this time—be- 
fore outright price controls, rationing, 
etc., are definitely decided—will be in 
a position to take over the important 
posts of authority, when the actual 
need comes along at a later date. For 
this reason, plans and designs are 
mushrooming. Federal officials are 
busy trying to get the ear of congres- 
sional committees to sell their particu- 
lar arguments on how various neces- 
sary mobilization functions on the 
home front ought to be carried out. 
Labor representatives have been ex- 
ceedingly active trying to move into 
this picture. So far, industrial, state, 
and local government interests have 
not shown up very prominently. 


* 


War Levies Threaten Utilities 


ONFRONTED with tax problems pecu- 
liar to their industry, the Chicago 
Journal of Commerce reports that the 
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utilities and state regulatory authorities 
are planning protective proposals on war 
taxes as they may be imposed on the 
regulated utilities group, which would be 
hardest hit by any blanket percentage 
application of wartime excess profits 
taxes. 

The American Gas Association and 
the Edison Electric Institute have formed 
a joint subcommittee of their taxation 
accounting committee to evaluate the 
factors involved in the calculation of ex- 
cess profits and war taxes on public utili- 
ties during World War II, while the Na- 
tional Association of Railroad and 
Utilities Commissioners has taken the 
position that higher taxes would mean 
higher rates to the public. 

This all may bring congressional con- 
sideration of some special provision for 
regulated industries before applying an 
arbitrary percentage boost for excess 
profits taxes. Congress is mulling over 
the President’s request for an October 
Ist rollback of personal income taxes to 
the 1945 level, as well as increases in 
corporate taxes to 45 per cent on earn- 
ings over $25,000. However, it must be 
remembered this would be only an in- 
terim measure, surely to be followed by 
a later request for revival of the excess 
profits levies. This is of real concern to 
all industry. 


FPC Moves to Control Gas 
Producers 


HE Federal Power Commission has 

charted and embarked upon a course 
which—if the courts do not intervene— 
may end in Federal regulation of inde- 
pendent natural gas producers. This be- 
came clear with the commission’s recent 
vote to rescind its Order No. 139, by the 
terms of which the commission had pre- 
viously agreed to “not assert jurisdiction 
over such producers and gatherers.” This 
order, issued in August, 1947, was the 
last barrier to FPC entering the field of 
regulation of the independents. 

There can be no doubt that President 
Truman’s veto of the Kerr Bill has been 
interpreted by the majority of the com- 
mission as a green light for the exercise 


of FPC jurisdiction in the gas production 
and gathering fields. In scuttling Order 
No. 139, the commission cleared the 
course for special investigation but left 
actual assumption of control to future 
piecemeal procedure. The commission 
will start with the larger companies, mak- 
ing each natural gas producer a special 
case, until one by one the legal and prac- 
tical limits of the commission’s new area 
of authority can be consolidated. Phil- 
lips Petroleum Company, with hearings 
starting September 11th, will be the com- 
mission’s first objective. 


o 
Wallgren Wants to Go West 


s the National Security Resources 
Board works on a so-called master 

plan for possible decentralization of vari- 
ous Federal agencies now located in 
Washington, FPC Chairman Mon Wall- 
gren is reported to have expressed a de- 
sire that the commission be moved to 
Colorado Springs, Colorado. He is said to 
have confided to friends that he had 
approached President Truman on the 
idea and found the President “very fa- 
vorable.” It is assumed that the Presi- 
dent would approve the removal of FPC 
only as part of a broader decentraliza- 
tion program for other Federal agencies 
not needed in the nation’s capital during 
the war emergency. In the meanwhile, 
there are those in the Bureau of Reclama- 
tion who would like for that agency to 
be moved to Denver where its field office 
is larger than the Washington setup. 
During World War II, approximately 25 
Federal agencies were temporarily re- 
moved from Washington to other cities. 


¥ 
“Interim” Tidelands Legislation 


_—- by the threat of war with its 
almost insatiable demands for oil 
and gas, Senator Joseph C. O’Mahoney 
(Democrat, Wyoming), chairman of the 
Senate Committee on Interior and Insu- 
lar Affairs, has moved to insure there will 
be no interruption to the development 
and operation of oil deposits in offshore 
submerged lands (see page 31, July 6th 


AUG. 17, 1950 238 





— a. 


~~ —-— oe So O ee 0S > OO 


WASHINGTON AND THE UTILITIES 


issue of PuBtic UTILITIES FoRTNIGHT- 
LY) as a result of the U. S. Supreme 
Court’s recent decision in the so-called 
Texas and Louisiana tidelands oil cases. 

O’Mahoney’s action came in the form 
of a joint resolution (SJ Res 195) which, 
he said, will permit continued produc- 
tion and development during any delay 
occasioned by the slow process of the 
issuance of court decrees and the deter- 
mination of the applications of Texas and 
Louisiana for rehearing. This delay, he 
continued, would raise such obstacles to 
operation and development that the 
United States would probably be deprived 
of oil production from the submerged 
lands at a time when it will be needed in 
the national defense. At the same time, he 
added, both the states and the industry, 
as well as the people of the United States, 
would suffer. 

In brief, the resolution would make the 
Secretary of the Interior a receiver to 
administer all of the submerged lands 
except those under inland navigable wa- 
ters, and authorize him to receive all rents 
and royalties under existing leases and to 
deposit these sums in a special fund in 
the Treasury pending final solution of 
the tidelands controversy by court action 
and permanent congressional legislation. 


* 


Chapman a“Fuel-electric Czar?” 


1TH the military outlook in Korea 
far from bright, and Congress fully 
prepared to support a long and costly 
campaign with necessary appropriations 
and limited controls on strategic mate- 
rials—including fuels and electric pow- 
er—some Washington observers are fore- 
casting for Secretary of Interior Oscar 
L. Chapman the powerful “fuel czar” 
position held by Interior Secretary Har- 
old L. Ickes during World War II. 
Pending before the Senate Committee 
on Interior and Insular Affairs are five 
measures dealing with fuels, including 
natural gas and hydroelectric power. 
They are: SJ Res 157, to create a bi- 
partisan coal commission; S 3215 and S 
3383, to create a coal study commission ; 
S 6, to authorize a Senate investigation 
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and study of petroleum fuels ; and S Res 
239, by Senator Francis J. Myers (Demo- 
crat, Pennsylvania), which would au- 
thorize a study of all fuels, including 
natural gas, fuel reserves, and hydroelec- 
tric power. 

The Myers measure has the support of 
Chapman, while committee Chairman 
O’Mahoney takes the position that the 
relationships between the various fuels 
and hydroelectric power are so closely 
interwoven as to require an over-all study 
if worth-while facts are to be established. 
Sources close to the committee feel Sena- 
tor Myers’ bill will get Senate approval, 
but do not expect actual committee 
studies to begin for some weeks yet. 


* 


UGPL to Add 1,130 Miles 
To Gas Lines 


NITED Gas Pipe Line COMPANY 
U has filed application with the Fed- 
eral Power Commission for permission 
to construct 1,130 miles of natural gas 
pipelines in Texas, Louisiana, and Mis- 
sissippi at an estimated cost in excess of 
$111,000,000. 

The project, according to the applica- 
tion, will receive its supplies of natural 
gas from substantial reserves in a num- 
ber of fields along the Texas and Louisi- 
ana Gulf coasts. Construction of these 
facilities, the application said, will pro- 
vide an initial increase in the capacity of 
United’s system of approximately 805,- 
000,000 cubic feet daily. 

These enlarged facilities, the applica- 
tion continued, would serve the triple 
purpose of increasing the flexibility of 
the United Gas system, providing it with 
new and substantial additional reserves 
of natural gas, and obtaining a more bal- 
anced distribution of reserves presently 
connected. 

The proposed lines would constitute a 
major addition to United’s existing sys- 
tem, augmenting the delivery capacity to 
meet the increased demands of present 
customers as well as to serve new cus- 
tomers in the area, according to the 
application. 
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A Further Increase in the Income 
Tax Rate May Be Preferable to 
The Return of Excess Profits 


Taxes 


M*x speculative holdings of utility 
stocks, and probably some invest- 
ment holdings as well, have been thrown 
overboard in recent weeks, due princi- 
pally to fears of the impact of increased 
taxes on utility earnings and dividends. 
The proposed increase in the corporate 
tax rate from 38 to 45 per cent will mean 
an increase in taxes of about $70,000,000 
in the calendar year 1950, it is estimated. 
This will involve an expected reduction 
of about 10 per cent in the earnings avail- 
able for common stocks, based on net in- 
come for the twelve months ended May 
31st. But it seems unlikely that there will 
be very many dividend cuts as an im- 
mediate result of the 45 per cent tax rate. 

The major part of the decline in utility 
stocks was probably due to fears of the 
effects of an excess profits tax in 1951, as 
proposed by President Truman. In this 
connection there are several factors to be 
taken into account: 

(1) Reinstatement of the excess profits 
tax (on the same basis as in 1941-45) 
must be considered in combination with 
the income tax, not as a separate tax. In 
the years 1940-44 Federal taxes against 
income increased from $135,000,000 to 
$375,000,000, or an increase of $240,- 
000,000. But when the excess profits 
taxes were omitted in 1946 the income 
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taxes rose sharply, so that the net saving 
over the highest wartime total was only 
$68,000,000. In fact, total Federal taxes 
in 1949 were higher than those paid in 
any wartime year. 

(2) The stock market has evidently 
assumed that dividends will be reduced 
in proportion to the cut in earnings in 
1951. This seems unlikely. In 1941, total 
common dividends for class A and B elec- 
tric utility companies were $310,000,000, 
and four years later, despite an increase 
of 50 per cent in Federal taxes against in- 
come, common dividend payments had 
dropped only $15,000,000 or 5 per cent. 
(In relation to revenues, however, the 
decline was greater.) Many utility com- 
panies have well-established dividend 
rates which they will not wish to disturb 
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unless absolutely necessary, particularly 
if they continue to do equity financing. 

(3) The electric utility companies are, 
on the average, earning only a fair rate 
of return on the rate base. With any 
sharp cut in earnings, therefore, many of 
them would be entitled to ask for higher 
rates. Walter R. McDonald, general 
solicitor of the National Association of 
Railroad and Utilities Commissioners, 
recently warned the Senate Finance 
Committee that the rate regulatory agen- 
cies he represents would be forced in 
many cases to grant higher utility rates 
if corporate taxes are increased. He 
added that, as a result of court decisions 
within the past five years, many commis- 
sions are under compulsion to allow re- 
quired returns on investment as high as 
6 per cent to 64 per cent. (Mr. McDon- 
ald’s testimony was given when it was 
originally proposed to raise the corporate 
tax rate only from 38 per cent to 41 per 
cent—later Mr. Truman proposed the 
increase to 45 per cent.) 


I’ is true that the commissions may find 


it necessary in some cases to grant 
rate increases to compensate for the rise 
in Federal income taxes. In a few cases 
rate schedules now in effect can be auto- 
matically adjusted for any rise in taxes 
(as in the case of Cincinnati Gas & Elec- 
tric’s schedule of gas rates). But if the 
excess profits tax of wartime memory is 
reimposed, with a rate as high as 85.5 per 
cent (95 per cent less 10 per cent) it is 
going to be difficult to adjust rates to 
compensate for this tax. 

In the case of the regular income tax 
the Federal government will get 45 per 
cent of any increase, which means that 
consumers have to give the utility nearly 
double what it needs. But if an excess 
profits tax of 75-85 per cent is applied, 
rates would have to be jumped very 
sharply to compensate—since the gov- 
ernment would get a very high percent- 
age of any relief granted. In our former 
experience with excess profits taxes, the 
state commissions encountered consider- 
able political difficulties in trying to ad- 
just rates—as for example in the state of 
Michigan. 
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(4) Excess profits taxes seem unfair 
to utilities because: (a) They proved 
highly irregular in their application to 
individual companies in 1941-45—some 
companies were able to escape through 
special accounting arrangements and 
others were hard hit, without clear rea- 
son. (b) It is almost impossible to get 
any rate relief for this particular tax, even 
where it is urgently needed to permit 
maintenance of dividends and thus in- 
sure needed equity financing in connec- 
tion with construction programs. 


HE recent decline in the utility stocks 

was in sharp contrast to the action 
of the rail stocks, which have advanced 
about 10 per cent from “pre-Korean 
crisis” levels, and 20 per cent from the 
low point in the initial decline. It is gen- 
erally assumed that rail stocks can avoid 
the impact of excess profits taxes, as 
many of them were successful in doing 
during World War II because of their 
low earnings in relation to plant invest- 
ment. 

This is one obvious example of the 
unfair, unrealistic way in which the ex- 
cess profits tax operates. 

(5) It would therefore seem fairer to 
corporations generally, and to utility 
companies in particular, to raise the cor- 
porate rate to 50 per cent or even higher 
instead of reviving the idea of the excess 
profits taxes. To the man in the street 
the idea of taxing “excess profits” seems 
reasonable because there should be no 
profiteering during war. But he may not 
realize the extremely complex character 
of the excess profits tax, the unwarranted 
penalties which it may impose on growth 
companies (particularly utilities), and 
the privileges or exemptions gained by 
some companies due to the special ac- 
counting methods employed by the Treas- 
ury Department. The great amount of 
work entailed in enacting and applying 
this special tax and the huge amount of 
litigation to which it may give rise, to- 
gether with the injustices to individual 
companies, add up to the conclusion that 
an increase in the corporate tax might 
well be a far simpler and more efficient 
way of raising the necessary revenues. 
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ALLOCATION OF THE REVENUE DOLLAR 1926-1950 
ALL ELECTRIC UTILITY COMPANIES 
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How Taxes Squeeze the Stock- 
holder’s Share of the Revenue 
Dollar 

HE accompanying chart “Allocation 
of the Revenue Dollar 1926-50” 
gives a bird’s-eye view of electric utility 
finance for the past twenty-five years. 
Most striking points are the following: 

(1) The rapid rise in fuel costs. In 1948 
fuel took 19 cents out of the revenue dol- 
lar compared with 7 cents a decade 
earlier. 

(2) The decline in fixed charges and 
preferred dividends, due to lower money 
rates and the plowing back of earnings 
into the property. The drop from 28 per 
cent in 1934 to 9 per cent in 1949 enabled 
the utilities largely to offset the rise in 
other costs, but this downward trend in 
capital costs can hardly be expected to 
continue. 

(3) The increase in all taxes from 8 
per cent of the revenue dollar in 1926 
to a maximum of 23 per cent in 1943 and 
an estimated 20 per cent in 1950 (includ- 
ing application of the proposed new 45 
per cent tax rate). This rise reduced the 
balance for common stock from 19 per 
cent preceding the war to 13 per cent 
in 1943-44, when excess profits taxes 
made their heaviest inroads. 

(4) The decline in the number of cents 
out of the revenue dollar received in divi- 
dends by the common stockholder from 
23 cents in 1928-31 to 14 cents in 1934 
as a result of higher costs and taxes. The 
ratio recovered to 19 cents just before 
the war, and dropped again to 13 cents 
in 1943-44 when excess profits taxes were 
at their maximum. With the subsequent 
decline in taxes it increased to 16 cents 
in 1949, 

(5) The electric utilities have, in gen- 
eral, been conservative in the matter of 
dividend pay-out since 1932. However, 
in 1939 the pay-out was a little on the 
high side—around 79 per cent—so that 
there wasn’t much leeway to increase it. 
Hence with the “squeeze” against net in- 
come caused by wartime taxes, common 
dividend payments dropped from $330,- 
000,000 in 1939-40 to $290,000,000 in 
1944—-a reduction of about 12 per cent. 
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(6) With the 1949 pay-out of about 
70 per cent and the estimated 1950 fig- 
ure of 75 per cent (after adjustment for 
a 45 per cent income tax) there would 
seem to be room for a further increase 
in the pay-out to around 80 per cent, 
which would not be unreasonable as com- 
pared with past policy. The question 
would then remain whether excess profits 
taxes might make such inroads into the 
revenue dollar as to cause a cut in 1951 
dividend payments, even with the more 
generous pay-out percentage. 


* 
Utility Group Statistics 


Ey SAMUEL Hartt, consulting utility 
engineer of Chicago, has again pub- 
lished his annual set of tables, “Market 
Analysis of Common Stocks of Public 
Utility Companies and Miscellaneous 
Statistical Data Pertaining Thereto.” 
While much of this information for indi- 
vidual utilities is duplicated in the forth- 
coming Moody’s Utility Manual and in 
other financial services, annual reports, 
etc., Mr. Hartt has developed a number 
of special ratios which are not readily 
available elsewhere. Also, he has com- 
bined the figures for various groups of 
utilities and computed composite ratios 
for these groups, which afford a statistical 
picture of the entire division of the sta- 
tistical industry. The accompanying table 
(page 244) contains a summary of group 
figures considered of special interest (in- 
cluding some new ratios based on Mr. 
Hartt’s data). 
oa 


Forecasting the Growth of the 
Electric Power Industry 


RESIDENT A. F. Tegen of General 

Public Utilities recently presented a 
57-page brochure on “The Future of the 
Electric Utilities from the Viewpoint of 
Management” at The Life Officers’ In- 
vestment Seminar, American Life Con- 
vention. The study was prepared in asso- 
ciation with the University of Chicago 
School of Business. It included a large 
number of charts and tables on various 
phases of the electric power industry, 
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and is a valuable contribution to the re- 
cent literature of the industry. Unfortu- 
nately it was issued just before the drop 
in the stock market, which might have 
modified some of the comment and con- 
clusions. 

Mr. Tegen quoted at length the sta- 
tistics of Edward Falck, director of the 
Office of Energy and Utilities in the Na- 
tional Security Resources Board. These 
indicated that power “capabilities” under 
average hydro conditions will increase 
from 62,000,000 kilowatts at the end of 
1949 to 78,000,000 kilowatts by the end 
of 1952, or a gain of about 26 per cent. 
The reserve margin would, according to 
Mr. Falck’s figures, increase from 11.9 
per cent to 17.3 per cent during this 3- 
year period. Mr. Falck concluded: 


Margins for reserve and additional 
load were inadequate in many regions 
during 1947, 1948, and 1949. Serious 
shortages in certain regions were in- 
tensified by unfavorable water condi- 
tions. However, since capabilities are 
now being increased more rapidly than 
loads, it appears that by 1952 reserves 
will be adequate for peacetime loads 
in all regions of the country except the 


Southeast and the Northwest. For the 
Southeast (Region III), gradually in- 
creasing margins for reserves and for 
unanticipated loads are indicated ex- 
cept that the TVA system faces a very 
tight situation in 1951... . By 1952 
some margins will be available for 
TVA and the entire region even under 
adverse hydro conditions. 


For the Pacific Northwest, Mr. Falck 
indicated that shortages will be more 
serious in the western part of the region, 
although for the region as a whole the 
deficit might range from 3 per cent in 
1952 with average water conditions to 
14 per cent with adverse conditions. 


HILE orders had been placed with 

manufacturers last October for de- 
liveries through 1952 of nearly 16,000,- 
000-kilowatt generating equipment, these 
orders would leave substantial unused 
manufacturing capacity available in 
1951-52. Mr. Falck’s concluding para- 
graph is of special interest in the light of 
recent developments. “Although the need 
for additional generating capacity may 
increase in the event of war, it is quite 
probable that further expansion of power 
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SALIENT UTILITY GROUP RATIOS FOR 1949 


140 13 Gas 27 Nat. 
Elec. Pipe- 
P.& L. i 


Gross Plant—Billions .......... $16.46 $1.54 
Net Plant—Billions ........... 13.05 1.26 
Ratio Reserves to Gross Plant .. 21 18 
Ca = Ratios 
Staneereagseccdcostecsee 51% 61% 

Preferred BRE cesvececoves 14 5 

Common Stock Equity ....... 35 34 
Analysis of Revenues 
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capacity at that time may be prohibited 
in order to use all resources for meeting 
even more urgent war needs. Therefore, 
since adequate capacity is now available 
to manufacture additional generating 
units and other power system equipment, 
power system executives and government 
officials should make sure that generating 
reserves and transmission ties are 
brought to fully adequate levels.” 

Mr. Falck’s figure for “Capabilities” 
under average hydro conditions compares 
with the Federal Power Commission’s 
figures for class I systems for the same 
date as follows: 

U. S. Installed Capacity ... 59,601,038 KW 


Dependable Capacity ...... 59,285,449 
Net Assured Capacity ..... 54,664,121 


“Net assured” capacity is after the de- 
duction of “required capacity reserves,” 
evidently amounting to about 8 per cent 
of installed capacity. The Federal Power 
Commission does not make clear in its 
reports to what -extent it uses “name- 
plate rating” figures in compiling its to- 
tal “installed capacity.” Many modern 
generators can easily and continuously 
generate 10-30 per cent more than their 
conservative name-plate ratings. Some of 
the older stand-by equipment, however, 
does not have this excess capacity. To 
get a true picture of the present situation, 
it seems essential to check the various 
figures in current use and discover to 
what extent this additional capacity of 
the modern generating equipment has 
been taken into account. 

The variations in statistical and engi- 
neering techniques used by the various 
authorities—the Federal Power Commis- 
sion, Edison Electric Institute, and the 
National Security Resources Board—are 
obviously a handicap in trying to appraise 
the need for further expansion in gen- 
erating capacity. We feel that more at- 
tention should be devoted to clarifying 
the scope and meaning of the various 
statistics used, if correct conclusions are 
to be reached. 


rR. TEGEN estimated that “absent 
war or substantial political change” 
the private electric light and power indus- 
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try will grow 75 per cent during 1949-60 
and will retain at that time about 78 
per cent of the total light and power 
business. (Public power, while doubling, 
would increase only from 20 to 22 per 
cent of the total.) Present engineering 
trends in the industry will continue with- 
out radical change, he thought—there 
will be continued progress toward use of 
larger units at higher temperatures and 
pressures, interconnections will be of 
higher voltages, and many distribution 
systems will have to be rebuilt or 
strengthened. 

Mr. Tegen estimated that the industry 
will have to spend nearly $16 billion over 
the next ten years for new plant, includ- 
ing replacements. This figure compares 
with $17.9 billion gross electric utility 
plant and $14.2 billion net plant at pres- 
ent. He estimated that this could be fi- 
nanced about as follows: 


Billion Per Cent 





Internal Cash ...... $5.8 36.3% 
eee 5.7 35.6 
Preferred Stock .... 1.5 9.4 
Common Stock ..... 3.0 18.7 
$16.0 100.0% 


Excluding the internal cash Mr. Tegen’s 
percentages would be 56 per cent bonds, 
15 per cent preferred, and 29 per cent 
common stock. His concluding sentence, 
“Common stocks will gain favor with 
investors,” proved unfortunate from a 
near-term point of view—since June 23rd 
utility stocks have dropped about 15 per 
cent in price—but may well prove true 
over the longer-term period which he was 
discussing. In any event, the recent de- 
cline may largely have resulted from 
dumping of utility stocks by speculative 
traders in order to switch to commodities 
or so-called “war stocks.” 


* 
Keyserling Moves Up 


| germs yaad Truman’s mid-year eco- 
nomic report had largely been antici- 
pated by prior actions of the chief execu- 
tive. It demonstrated, however, that Mr. 
Truman has moved Leon Keyserling, 
chairman of the Council of Economic Ad- 
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visers, into a position of influence which 
he had not occupied before and which 
subordinates some of the older and more 
conservative aides to a position in the 
background. 

In reaching this conclusion it is neces- 
sary to take into account that every rec- 
ommendation which the President has 
made to meet the economic situation cre- 
ated by the Korean hostilities was con- 


= 


tained in the economic report, a circum- 
stance which is of necessity more than a 
coincidence. 

All legislative recommendations, in- 
cluding the tax increase proposals, are 
those which Mr. Truman had previously 
made to the Congress. 

It was to be expected, of course, that 
the increased tempo of government would 
bring about changes in the official family. 


FINANCIAL DATA ON DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


7/25/50 Indicated 


Share Earnings* 


Price Dividend Approx. Cur. rev. 


About Rate 
Revenues $50,000,000 or over 


American Gas & Elec. ..... 45 
Boston Edison 

Central & South West .... 
Cincinnati G. & E. ........ 
Cleveland Elec, Illum. .... 
Commonwealth Edison .... 
Consol. Edison of N.Y. .... 
Consol. Gas of Balt. ...... 
Consumers Power 

Detroit Edison 

Duke Power 

General Pub. Util. ........ 
Middle South Util. ........ 
New England El. System .. 
Niagara Mohawk Power ... 
North American 

Northern States Power .... 
Ohio Edison 

Pacific G. & E. 

Penn Power & Light 
Philadelphia Elec. ........ 
Pub, Serv. E. & G. ........ 
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(Continued) 
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What Others Think 


Precious Freedom 


AN the recent dedication of the Sunbury 
plant of the Pennsylvania Power 
& Light Company, Harold E. Stassen, 
president of the University of Pennsyl- 
vania, alerted his audience to the impor- 
tance of preserving economic freedom. 
He maintained that the “freedom of 
mind” is indivisible and does not consist 
of “a number of freedoms,” which has 
been the recent popular conception of 
freedom. He said: 


The economic freedom of man—that 
is, his freedom to buy and to sell, to 
work and to profit, to produce and to 
build, to invest and to manufacture, to 
mine and to distribute, to save and to 
spend, subject only to the broad and 
fair rules of the economic road—can- 
not permanently be divided from his 
other freedoms. 


He warned of the false impression that 
man can turn over to government a part 
of his freedoms and retain the rest. He 
noted that as a man becomes subservient 
to the men in authority in his government 
“for what he may eat and what he may 
wear, or where he may work and what 
he may earn, or what he may produce 
and how he shall profit,” then he cannot 
truly be free in what he may say or write, 
or how he may worship or how he may 
live. 

The former Minnesota governor point- 
ed out that the requirement of economic 
freedom in man to be truly free is little 
understood in the world today. He 
scored a “let-the-government-do-it” atti- 
tude which prevails now and noted that 
in various forms and in varying degrees 
it has crept into the entire Western world. 
He added that, in its extreme form, it 
appears as an absolute collectivism. 

The speaker stated that in a democ- 
racy such an economic condition has 
been frequently advocated as a defense 
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against Communism. He further stated 
that within the last two years there seems 
to be an increasing awareness on the part 
of the American people of this public en- 
croachment on their freedom and, in or- 
der to spread the alarm further, it is im- 
portant that we speak out on the impor- 
tant and crucial elements of economic 
freedom itself. He added: 


If America is to retain its economic 
freedom, those who have positions of 
economic leadership must push for- 
ward with courage and conviction and 
efficiently to meet the needs of the peo- 
ple. Pennsylvania Power & Light Com- 
pany is recognizing that responsibility 
by its action in building this modern 
plant to supply future needs of the peo- 
ple of Pennsylvania efficiently and 
economically. 


¥ ~~ university president stressed the 
need for recognizing the key eco- 
nomic pillars upon which the entire free- 
dom of the people of a nation rests. He 
enumerated them as follows: 


1. The ownership and management 
of its retail stores by its citizens and 
not by its government. 

2. The ownership and management 
of its basic industries, including spe- 
cifically steel and oil and chemicals, by 
its citizens and not by its government. 

3. The availability of large resources 
of capital for investment uncontrolled 
by government. 

4. Its medical profession as an inde- 
pendent body not under the thumb of 
any central governmental agency. 

5. Its farmers in control of the land 
they farm with a good income from 
that land through the prices they re- 
ceive from the sale of their produce, 
without subservience to government. 

6. Its teachers free of any central 
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governmental dominance or indoctri- 
nation. 

7. Its people constantly experiencing 
incentives to produce and accomplish ; 
and penalties if they loaf or waste. 


HE speaker then listed the various 
important industries and professions 
of the country which are threatened by 
the government, and emphasized that be- 
cause of this each group in our economy 
needs to understand the importance of 
the other. He recommended that each 
must guard the freedom of his fellow man 
as jealously and vigorously as he guards 
his own. He pointed out that the steel 
man’s economic freedom to produce steel 
and profit is really inseparable from the 
professor’s freedom to teach and write 
and to carry on research. The speaker 
concluded by urging that, in a discussion 
of these elements of freedom, the “human- 
itarian returns to its people” should be 
given consideration. He added that those 
in management and ownership are be- 
coming increasingly aware of the impor- 
tance of this humanitarian emphasis. 
Following Mr. Stassen, Charles E. 
Oakes, PP&L president, said the new 
plant is evidence of the American system 
in action, and pointed to the fact that 
electric power has played a vast and im- 


portant role in American progress, not 
only providing better living conditions 
and greater industrial production, but 
making possible countless more jobs and 
far greater earnings for America’s work- 
ers. In evidence, he pointed out that in 
1880 the average American worked sixty- 
five hours a week but now only forty 
hours. Meanwhile mechanical power, to 
help him produce more and earn more, 
has increased more than five times. 
Mr. Oakes warned of the dangers 
threatening not only the electric indus- 
try, but all American business. He said: 


The freedom of industry to grow, to 
meet the public’s ever-increasing de- 
mands for more of the world’s goods, 
is one of the foremost reasons why the 
people of America have been able to 
create a higher standard of living for 
themselves than those of any other 
nation. 


As a result of the “dynamic driving 
power of liberty” in America, this nation, 
in one hundred and fifty years has made 
more progress than the world’s older na- 
tions in the thousands of years of their 
existence. Other peoples might have ac- 
complished as much, but “constriction of 
the individual by government throttled 
ambitions and abilities.” 





Utility under Fire 


Ts dock-side explosion of 600 tons 
of munitions at South Amboy, New 
Jersey, provided a realistic wartime set- 
ting for the local utilities to demonstrate 
their ability to cope with a grave emer- 
gency. Both electric utility and tele- 
phone company officials took pride in the 
courageous efforts of their employees 
under fire. Personnel on duty at the time 
of the explosion quickly recovered from 
the initial shock and hastened to carry 
out emergency measures which assured 
continued and uninterrupted service. 

The editorial comment of newspapers 
in the area was commendatory of the ex- 
peditious handling of the situation by 
the power and telephone companies. The 
South Amboy Citizen noted: 


Right under our very noses, during 
the recent explosion, were at least two 
demonstrations of the difference be- 
tween privately owned corporations 
and government-managed enterprises, 
such as those who favor Communism 
advocate. 


The editorial went on to point out that 
the local plant and equipment of the Jer- 
sey Central Power & Light Company 
were located next door to the docks where 
the explosion took place, yet there was 
but a 12-minute lapse of service before 
lights and power were on again. It was 
also pointed out that this quick recovery 
of service did a great deal to prevent any 
kind of panic, looting, and other acts that 
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“THE SUPERINTENDENT OF THE COMPANY IS AN OLD SEA CAPTAIN!” 


surely would have taken place in a dark- 
ened city, where homes were wrecked 
and people were confused. 


HE editorial described the heroic ef- 

forts of the telephone operators in 
handling the flood of calls which came to 
the switchboard. It added: 


It wasn’t easy to sit at a switchboard 


ing all around you, not knowing what 
instant a more serious blast was com- 
ing, that would probably bring the 
building down on your head. The tele- 
phone company too immediately be- 
gan repairing damage to its equipment, 
and soon, so far as service was con- 
cerned, things were back to normal. 


The editorial concluded with a testi- 


with a flood of calls to be handled, and monial to private management when it 
the glass and other flying objects fall- said: 
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There will be many things we will 
long remember about May 19, 1950, 
and these two things are among those 
we shouldn’t forget when we hear peo- 
ple advocate that the government take 
over and operate utilities. Under any- 
thing but private management, it would 
be days and months before service 
would be restored in such instances. 


The Monmouth American noted “the 
warm praise of President E. H. Werner, 
of the electric utility, for the striking cour- 
age of employees in sticking to their 
posts under fire in spite of wounds and 
danger and switching the station’s power 
load to other sources and saving the 
stricken area and over 100 other commu- 
nities from a blackout.” The editorial 
further commented : 


This is the sort of heroism and sense 
of responsibility that gives us all a thrill 
of pride in Americans of many bloods 
and racial stocks. 

The company, too, is to be com- 
mended highly for its planning for 
maintenance of service in such emer- 
gencies. 


| ie an editorial entitled “Devotion be- 
yond Call of Duty” the Oakhurst 
Home News prefaced its comments on 
the utilities in these words: 


Those in this country who, for the 
sake of political expediency, wantonly 
attack free business enterprise should 
note the excellent job done following 
the munitions explosion at South Am- 
boy by Jersey Central Power & Light 
Company, one of our great industries 
serving one-quarter of this state. 


After reviewing some of the acts of 
employees, the editorial continued that 
the Jersey Central Power & Light power 
plant at South Amboy plays a vital rdle 
in the everyday life of more than 100 
communities on.the north Jersey shore. 
It added that despite the devastating ef- 
fect of the explosions, electric service 
went on uninterrupted except for a mo- 
mentary dip in lights at the time of the 
blast. In closing, the editorial further 
added : 


Let us remember this object lesson 
in free business enterprise the next 
time political opportunists sound off. 
In no other country today are there 
free men more devoted to public serv- 
ice than in free America. 


The editorial also noted that because 
“the lights stayed on” the people of South 
Amboy were spared from further public 
disaster and the work of caring for the 
wounded and homeless was made easier. 





Carolina’s Milestone Electric Customer Feted 


oh one-quarter millionth customer 
of the Carolina Power & Light Com- 
pany, H. M. Hicks of Warrenton, 
North Carolina, played host to a group 
of notables who gathered at his farm- 
house to celebrate the occasion of his re- 
ceiving electricity for the first time. Fol- 
lowing the ceremony, Mrs. Hicks made 
use of the new electric range and re- 
frigerator presented to her, in preparing 
refreshments for the guests. 

Louis V. Sutton, the utility head and 
newly elected president of the Edison 
Electric Institute, pointed out to the 
gathering the great improvements that 
had been made in electrical service since 
the company first entered the Warrenton 


area in 1926. He noted that at that time 
customers were paying approximately 
15 cents per kilowatt hour for electric 
service as contrasted with the present- 
day rate of 2.3 cents per kilowatt hour. 
He added that not only has there been 
a tremendous reduction in the price of 
electricity to the average user, but the 
quality of service the customer now re- 
ceives is much improved. 

The speaker then stressed the exten- 
sive rural service of the company, notin 
that 100,000 of the company’s 250,000 
customers are located in the rural areas. 
He considered it a matter of pride to the 
company that it has so large a part in 
carrying electric service to the rural com- 
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munities. As evidence of the company’s 
interest in expanding rural electrifica- 
tion, he pointed out that since World War 
II the company has built more than 6,000 
miles of rural lines and has added more 
than 48,000 new farm or rural customers. 


HE main speaker of the occasion, 

U. S. Representative Harold D. 
Cooley of North Carolina, chairman of 
the House Agriculture Committee, 
praised private power companies for their 
part in the job of electrifying rural areas 
of the country. He noted also the activities 
of the rural electric codperatives and in 
this connection said: 


In creating the REA and in provid- 
ing funds therefor, it was never con- 
templated by Congress that either the 
power and authority granted, or the 
funds made available, should be used 
to throttle, cripple, or control the 
efforts of private enterprise, or to 
duplicate existing facilities in com- 
munities which are now being 
adequately served by private industry. 


WHAT OTHERS THINK 





Nor was it ever intended that such 
power and authority in general should 
ever be exercised in any manner which 
is not entirely compatible with the 
cherished and traditional principles of 
free enterprise, upon which this great 
country was founded. 


The North Carolina lawmaker went on 
to observe that the new rural telephone 
loan program of the REA was “clear, 
cogent, and convincing evidence” that 
Congress has not intended that agencies 
created by it should either “hamper or 
hamstring private industry.” He re- 
ferred to the provision in the new law 
which provided for loans to existing tele- 
phone companies during a one-year grace 
period. 

He predicted that by the passage of 
the Rural Telephone Act, we will wit- 
ness a “tremendous expansion in rural 
telephone service.” He added that he did 
not anticipate that private companies will 
be handicapped in the “proper perform- 
ance of all their legitimate functions.” 

—D. T. B. 





Notes on Recent Publications 


Hyproetectric Hanpsook. Second edition. 
Because of the enormous advances in the 
field of hydroelectric engineering and the 
accumulation of new essential data pertain- 
ing to the design of hydroelectric power de- 
velopments since the publication of the first 
edition in 1926, this second edition of the 
Hydroelectric Handbook might well be con- 
sidered a new volume in the field. The 
authors have found it necessary to rewrite 
most of the text of the first edition. The 
first sixteen chapters cover the investigation 
and planning of a hydroelectric project. 
Some of the topics covered are the natural 
factors of rainfall, evaporation, runoff, river 
gauging, and flood flow. In addition, these 
chapters describe the various types of hydro- 
electric plants and explain the economic fac- 
tors involved in their operation. The second 
and third sections discuss and compare the 
various types of dams, and present the gen- 
eral design methods involved in their con- 
struction. Special features of dams such as 
spillways, intakes, conduits, canals, and tun- 
nels are considered carefully. The final sec- 
tion deals with the mechanical and electrical 
equipment of a hydro plant and the methods 


for its operation. Subjects such as electrical 
designs, hydraulic turbines, generators, 
transformers, and transmission lines are 
treated in the later chapters of the book. 
Hyproe.ectric Hanpsook. Second Edition. 
William P. Creager and Joel D. Justin. John 
Wiley & Sons, Inc, New York 16, New 
York. Price $12.50. 1,151 pages. 


PLANNING—1950. The proceedings of the re- 
cent conference of the American Society of 
Planning Officials were held August 13th to 
16th in Los Angeles, California. This year’s 
session covered such topics as: “Private In- 
vestment in Urban Redevelopment” and 
“Water Everywhere’—an examination of 
water supply problems confronting metro- 
politan areas. On this latter panel were 
Samuel B. Morris, general manager and 
chief engineer, Los Angeles Department of 
Water and Power; and Harry E. Jordan, 
secretary of the American Water Works 
Association, New York. 

The record is obtainable from ASPO, 
1313 East 60th street, Chicago, Illinois. Pro- 
CEEDINGS OF THE ANNUAL NATIONAL PLAN- 
NING CONFERENCE, Price, clothbound, $3. 
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The March of 
Events 


In General 


NICB Analyzes Electric Power 
Industry 


HE National Industrial Conference 

Board, of New York city, in an 
analysis of nonmanufacturing industries 
during the past decade, has reported that 
the electric light and power industry was 
enabled to substantially increase its out- 
put without comparably increasing man- 
hours of labor input. 

Output per man-hour in the electric 
light and power industry, the report con- 
tinued, nearly doubled under wartime 
conditions (World War II) as output 
rose sharply and man-hours and labor 
fell below prewar levels. 

The report also said output declined 
in the early postwar years, but then im- 
proved again. So, in 1949, man-hour out- 
put in the privately owned electric light 
and power industry was about 70 per 
cent higher than in 1939. The advance 
was not so large during the 1930’s, al- 
though electric energy production had 
increased more than twice as much as in 
the earlier decade. 

Installation of new generating equip- 
ment, the analysis pointed out, increased 
the net capacity in privately owned plants 
from 33,900,000 kilowatts in 1939 to 50,- 
100,000 kilowatts in 1949, a rise of near- 
ly 50 per cent. 

Net additions in 1948 and 1949 alone 
amounted to 3,300,000 and 4,800,000 
kilowatts, respectively, the largest an- 
nual increments in the industry’s history, 
the analysis concluded. 


Defense Expenditures 


A the Washington atmosphere became 
fogged with charges and counter- 


charges of waste, inefficiency, and lack 
of preparedness in our national defense 
program as related to the nearly $50 bil- 
lion expended for defense purposes since 
July 1, 1946, the Council of State Cham- 
bers of Commerce issued a brief outline 
of defense appropriations and expendi- 
tures without comment on the wisdom, 
or lack thereof, of those who have man- 
aged the nation’s military establishment. 

Replying to the question: Have our 
large military expenditures over the last 
four peacetime years produced an ade- 
quate system of national defense; or, if 
not, should they have done so?, the coun- 
cil observed that “only the most expert 
and objective of appraisers can answer 
that question satisfactorily.” Time will be 
needed to do that, the council added. 

In a tabulated analysis of defense and 
related expenditures, the council distrib- 
uted the peacetime expenditures as fol- 
lows: military personnel, $15,624,000,- 
000; defense establishment civilian per- 
sonnel, $8,780,000,000 ; supplies, $7,445,- 
000,000; equipment, $10,810,000,000; 
travel, $869,000,000 ; transportation, $1,- 
225,000,000; and other, $3,669,000,000. 

In addition, the council said $3,749,- 
000,000 has been expended for defense- 
related purposes in the 4-year period, 
divided as follows: stockpiling of stra- 
tegic materials, $989,000,000; military 
aid to friendly nations (begun in 1950), 
$160,000,000; Greece-Turkey military 
aid (three years), $670,000,000; and 
Atomic Energy Commission (3.5 years), 
$1,930,000,000. 

Commenting on the $10.8 billion spent 
for equipment, the council stated that 
“about” $8.5 billion of this went into ac- 
tual “fighting” equipment. This, the 
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council declared, does represent a clear 
investment in preparedness. 


Security Pointers Given 


r response to inquiries following the 
issuance of the presidential directive 
calling upon law enforcement agencies, 
patriotic organizations, and individuals 
to report information pertaining to es- 
pionage, sabotage, and subversive activi- 
ties to the Federal Bureau of Investiga- 
tion, J. Edgar Hoover, director of the 
FBI, issued a statement declaring the in- 
ternal security of the nation can be as- 
sured with “the codperation, aid, and as- 
sistance” of every law-abiding person in 
our country. 

With his statement, Director Hoover 
made the following suggestions which 
will enable the citizenry to work closely 
with the FBI in combating those per- 
sons who would attempt sabotage and 
espionage against the nation: 

1. The FBI is as near to you as your 
telephone. The first page of every tele- 
phone directory in the country lists the 
nearest office of the FBI. 


2. Feel free to furnish to FBI all the 
facts in your possession. 

3. The FBI is interested in receiving 
facts, not what a person may think. Avoid 
reporting malicious gossip and rumors. 

4. Do not circulate rumors about sub- 
versive activities, or draw conclusions 
from information you furnish the FBI. 

5. Once you have reported your in- 
formation to the FBI, do not endeavor to 
make private investigations ; leave the in- 
vestigating up to the experts. 

6. Be alert. Loyal American workmen 
who are producing the materials for our 
defense can be the sentinels of that de- 
fense in every walk of life. 

7. The forces which are most anxious 
to weaken our internal security are not 
easy to identify—they have been trained 
in deceit and secretly work toward the 
day when they hope to replace the 
American way of life with a Communist 
dictatorship. 

(Editor’s note—On page 732 of the 
June 8th issue of Pustic UTILITIES 
ForTNIGHTLY, the reader will find an 
illuminating article, “Security on the 
Home Front,” by Director Hoover.) 


District of Columbia 


Rate Increase Sought to 
Maintain Expansion 


or the second time in the same num- 

ber of years, the Potomac Electric 
Power Company, serving the nation’s 
capital and near-by Maryland and Vir- 
ginia areas, has petitioned for a rate in- 
crease which will add approximately 
$3,500,000 annually to the company’s op- 
erating revenue. Simultaneous petitions 
were filed with the regulatory bodies of 
the District of Columbia, Virginia, and 
Maryland. 

A. G. Neal, president of the utility, 
said the company’s earnings have not 
kept pace with the large capital invest- 
ment that has been and will be required 
to meet the existing and prospective de- 
mands for its service. 

He explained that during the period 
1947 through 1954 the company’s pres- 


ent construction program calls for the 
expenditure of $128,000,000 for the im- 
provement and expansion of its facilities 
to provide for the constantly increasing 
use of electricity by its customers and to 
maintain a reserve generating capacity 
sufficient to assure continuation of un- 
interrupted service. 

“We have proceeded with this unin- 
terrupted construction program,” Mr. 
Neal continued, “so that our responsibil- 
ity as a public utility to provide an ade- 
quate and dependable supply of electricity 
to our customers at all times will be ful- 
filled in the future as it has on every occa- 
sion in the past.” He then pointed out 
that the company will have to sell large 
amounts of securities to carry on the pro- 
gram, and added that present rate sched- 
ules will not produce sufficient earnings 
to attract new capital and to protect the 
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investment of the company’s 40,000 
stockholders and other security holders. 

The requested increases would cost the 
average residential consumer about one 
cent per day, with most of the increase 
being passed to commercial consumeérs, 
street-lighting service, and the street rail- 
way system. 

These last two will face increased an- 
nual costs of $710,000 and $661,000, re- 
spectively. The company’s petition said, 
in effect, that neither of these two cus- 
tomers is carrying a fair share. 

Such an increase to the transit system 
would absorb more than one-third of the 
estimated additional annual revenue pro- 
vided in a fare increase granted in mid- 
July. A transit official said the requested 


¥ 


boost would have “a tremendous impact” 
on the company’s earnings but he would 
not speculate on whether his company 
would seek an immediate fare increase to 
offset any increased electric power costs. 

Except for an emergency adjustment 
in rates granted the power company by 
the public utilities commission in 1948, 
there has been no other increase in the 
company’s billing rates in the last thirty 
years. Year after year during this period, 
Pepco customers have received rate re- 
ductions, and even though the rate in- 
creases be granted, residential rates for 
the District of‘Columbia area will con- 
tinue to be among the lowest in the 
United States, as well as lower than ten 
years ago. 


Kentucky 


Union Wins Wage Hike 
From Co-op 


LABOR dispute between the Warren 
Rural Electric Codperative Corpo- 
ration and the AFL _ International 
Brotherhood of Electrical Workers was 
settled in late July, the union winning 
two cents an hour for all employees. 


Other issues settled to the satisfaction 
of the union included seniority rights, a 
union shop, and agreement on arbitration 
procedures. 

Struck for nearly two weeks, the co- 
Operative, through manager Charles M. 
Stewart, said the labor stoppage had set 
back its expansion program by at least 
one month. 


Maryland 


Governor Intervenes in Transit 
Fare Raise 


OVERNOR William Preston Lane, Jr. 
(Democrat), has taken the first step 
toward appealing to the U. S. Supreme 
Court the recent ruling of the Maryland 
Court of Appeals that would permit the 
Baltimore Transit Company to increase 
bus and trolley fares to 15 cents. 


The governor instructed the general 
counsel and the people’s counsel to con- 
sult with the public service commission 
on filing an appeal, and declared he 
would make state funds available to carry 
it through. Efforts to halt any increase 
in fare pending the outcome of the appeal 
also will be made at the governor’s re- 
quest. 


Michigan 


Wage-utility Rates Compared 


Nn a hitherto unused comparison be- 
tween wage and utility rates, the 


Michigan Public Service Commission re- 
cently declared the millions of dollars in 
rate increases granted public utilities of 
that state are not unfair. 
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Public Service Commissioners Schuy- 
ler L. Marshall and Stuart B. White, the 
two Republicans who control the com- 
mission, have been under the Democratic 
administration’s fire because they author- 
ized hikes in the cost of electric, tele- 
phone, and gas services. 

As an answer to Governor G. Mennen 
Williams (Democrat), Commissioner 
Marshall surveyed the cost of utility 
service over the past decade in terms of 
man-hours of work required to pay typi- 
cal monthly utility bills. 

The survey disclosed the following: 

The average Detroit wage earner now 
works 2.3 hours to pay for a 2-party line 
telephone, compared with 3.9 hours in 
1940; he works slightly more than two 
hours to pay a typical residential electric 
bill, compared with 3.5 hours ten years 
ago; and he works 1.36 hours to pay his 
average cooking and water-heating gas 
bill, but in 1940 it required 2.63 hours. 

Outstate, the average wage earner 
works less than 2.5 hours to pay his resi- 
dential electric bill, compared with more 
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than five hours in 1940, according to the 
survey. 

“In almost every instance, increased 
payrolls have more than absorbed rates 
granted by the commission,” Mr. Mar- 
shall declared, adding that starting in 
1947, wartime inflation “caught up with 
the utilities.” 

Reviewing the cases of major utilities, 
the commissioner said that Michi 
Bell Telephone Company has had $21,- 
937,000 in rate increases, while wage 
boosts in the last ten years totaled $35,- 
000,000. Detroit Edison Company pay- 
rolls advanced from $15,368,000 in 1940 
to $38,762,000 in 1949, and its coal bill 
went up $23,000,000—320 per cent— 
while its rate increase was only $13,- 
000,000. Consumers Power Company’s 
labor and coal expenses rose more than 
$23,000,000 annually in ten years, while 
it received a $4,180,000 rate increase. 

“Looking at the record, examining the 
facts, no one can say these rate increases 
were unfair to the public,” Commissioner 
Marshall declared. 


cd 
Ohio 


Utilities Urge Better Tax Law 
Enforcement 


| ye Ohio electric light and power 
companies recently declared that bet- 
ter enforcement of existing tax laws 
would bring the state additional millions 
of dollars annually without new or in- 
creased state levies. 

In a joint statement filed with the Ohio 
State Tax and Revenue Commission, the 
Columbus & Southern Ohio Electric 
Company, Dayton Power & Light Com- 
pany, Central Ohio Light & Power Com- 
pany, Ohio Power Company, and the 
Cleveland Electric Illuminating Company 
declared greater revenues could be ob- 
tained with the elimination of discrimina- 
tions and inequities in the state’s existing 
tax structure. 

The utilities further asserted that “be- 
fore any new taxes are considered,” the 
administrative weaknesses should be 
eliminated. 
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New Power Plant to Be 
Constructed 


ECAUSE of expected future demands 
for electric power, especially those 
expected from increased industrial pro- 
duction as a result of the Korean war, di- 
rectors of the Cleveland Electric Illumi- 
nating Company have authorized im- 
mediate construction of a new power plant 
in Lake county. 

The new plant, to be located 15 miles 
east of Cleveland, will cost over $100,- 
000,000 and will have an ultimate capac- 
ity of 1,000,000 kilowatts, equal to the 
entire present capacity of the company’s 
system. 

In the past five years the CEI has in- 
vested $100,000,000 in expansion of its 
power plants and other facilities. Officials 
of the company estimate its construction 
expenditures will pass the $125,000,000 
mark. These expenditures will be made 
during the next five years. 
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Proof Requirement for Intercompany Payments 
In Telephone Rate Case Described 


‘oe Kansas Supreme Court affirmed 
a lower court judgment setting aside 
an order, reported in 72 PUR NS 78, 
dismissing a telephone company’s appli- 
cation for a rate increase. In doing so, it 
construed a statute requiring in rate 
cases that there be a showing of the 
actual cost to affiliated companies of 
services, materials, or commodities fur- 
nished by or purchased from them by the 
operating telephone company. The court 
held that the company seeking the rate 
increase had satisfied that statute. The 
commission had refused to consider the 
case on the merits because it believed 
that the company had not complied. 

The court held that the purpose of the 
statute was to enable the commission to 
determine whether a public utility’s in- 
vestment, rate base, or operating ex- 
penses have been inflated by charges by 
affiliates which include unreasonable 
profits to the affiliates. The commission 
should disallow the unreasonable part of 
such charges in determining the reason- 
ableness of the company’s rates. 

The statute applies at one extreme to 
an affiliate selling or furnishing a single 
commodity or service and at the other 
extreme to one selling thousands of dif- 
ferent commodities or furnishing numer- 
ous services under diverse conditions. 
The court ruled that only such character 
and amount of itemization and detail as 
to the actual cost of commodities or serv- 
ices sold or furnished to the operating 
company by its affiliates as would be 
practicable and reasonable under the cir- 


cumstances of the particular case were re- 
quired. The commission had erroneously 
held that the actual cost to the affiliates 
for these services, materials, and supplies 
furnished or sold to the operating com- 
pany, including physical items no longer 
remaining in its plant, must be shown or 
itemized item by item, the court said. 

The operating telephone company had 
shown the actual cost of the services and 
supplies furnished and sold to it by the 
afhliates from 1916 to 1946, inclusive, 
itemized by years and product classes. 
This showing was supported by under- 
lying detail as to the elements of cost 
making up the total of costs so itemized. 
The court believed that this furnished the 
commission with sufficient evidence to 
enable it to determine the amount of 
such cost and the reasonableness of the 
charges made by the affiliates. It con- 
cluded that this constituted such compli- 
ance as to require the commission to pro- 
ceed with the hearing of the rate case on 
its merits. 

The lower court’s findings of fact were 
held to be correct. It had found that the 
Bell telephone system operating com- 
panies were engaged, each in its own 
territory, in furnishing the same com- 
munications service with standardized 
equipment and uniform operating prac- 
tices. These companies had problems in 
common that could be solved better by a 
centralized organization on behalf of all 
of them than by each company’s attempt- 
ing to do the work itself and duplicating 
the work of the others. 
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Services performed by the parent tele- 
phone company under the license con- 
tract were not individual services ren- 
dered to individual companies or areas 
but were general in nature and done 
simultaneously for all system companies. 
Consequently, the cost to the parent com- 
pany was found to be a cost common to 
all operating companies. The cost of 
license contract services rendered to each 
system company should be determined 
only by apportionment on some appro- 
priate basis, it had been found. Further- 
more, the costs to the parent company 
shown by the operating company’s evi- 
dence were actual costs and did not cease 
to be actual when they were apportioned. 
Southwestern Bell Teleph. Co. v. The 
State Corporation Commission of the 
State of Kansas et al—P2d—. 


e 


PROGRESS OF REGULATION 


The same court held in a related pro- 
ceeding that an injunction restraining in- 
terference with the collection of telephone 
rates in excess of those on file with the 
commission should not have been granted 
where a dispute existed between the 
company and the commission as to a 
proper interpretation of a statute govern- 
ing evidence as to payments to affiliates. 
The district court had set aside an order 
which dismissed an application for in- 
creased rates on the ground that the com- 
pany had not complied with that statute. 
The commission’s appeal from that judg- 
ment was pending, and it had postponed 
consideration of an application for an in- 
crease until a decision by the supreme 
court on that appeal. Southwestern Bell 
Teleph. Co. v. State Corp. Commission 
et al. 219 P2d 377. 


Court Reverses Rulings on Telephone Separations, 
Depreciation, License Payments, and Pensions 


HE South Dakota Supreme Court 

affirmed a lower court decision set- 
ting aside a commission order denying 
the Northwestern Bell Telephone Com- 
pany an intrastate rate increase. 

Late in 1947 the company sought high- 
er rates on the ground that rates in effect 
were confiscatory and unlawful. In Octo- 
ber, 1949, the rate increase was denied. 
In the early part of 1950 the state circuit 
court ordered the proceeding back to the 
commission with the direction that a rate 
schedule be approved permitting a fair 
rate of return. The commission appealed 
to the supreme court. 

The first point of difference between 
the commission and the court per- 
tained to the separation of expenses be- 
tween the company’s over-all and purely 
intrastate operations. The record 
showed that 77.77 per cent of the com- 
pany’s property in the state was devoted 
to intrastate use. The commission in- 
sisted that this percentage be used in al- 
locating expenses to intrastate operations. 
The lower court found that the allocation 
should have been made on the basis of 
80.2 per cent, which it determined were 
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the actual expenses resulting from in- 
trastate operations. 

The supreme court made this comment 
on the commission’s use of plant percent- 
age to allocate expenses: 


The expenses attributable to intra- 
state operations may not, however, be 
arbitrarily fixed. As has been pointed 
out 77.77 per cent of the company’s 
property in this state was devoted to 
intrastate use. It may not be assumed, 
without findings based upon evidence, 
that such percentage is also the proper 
basis for allocating operating expenses. 


The action of the trial court, in rein- 
stating in the rate base and operating ex- 
pense account items which were deducted 
by the commission because of what it 
termed “excessive profits” by Western 
Electric on materials and supplies sold 
to the company, was approved by the 
supreme court. No unreasonable earn- 
ings by Western Electric were apparent, 
the trial court said. Nor were its earn- 
ings on sales to Bell companies ma- 
terially greater than on sales to non-Bell 
customers. 
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The commission’s disallowance of pay- 
ments made under the standard license 
contract between American and its op- 
erating companies was also reversed by 
the court. The record indicated that the 
company realized benefits amounting to 
many times the amount of this expendi- 
ture as a result of this contract. The com- 
mission action was characterized as “un- 
justified, arbitrary, and not supported by 
the evidence.” 

The commission’s action in rejecting 
the company’s proved claim for 1948 ex- 
pense due to depreciation and substitut- 
ing a figure for that expense calculated 
to reduce the company’s depreciation re- 
serve was considered improper. The 
commission contended that the company’s 
depreciation reserve balance has been in- 
creasing steadily in the last few years to 
a point “far in excess of any withdrawals 
that could reasonably be expected in the 
foreseeable future.” The court said that 
the effect of the commission decision was 
to transform expense into income. 

The disallowance of pension accruals 
as operating expenses by the commission 
was likewise reversed. The pension trust 
fund into which the company pays each 
year the amount deemed necessary to 
place it on a sound accrual basis has many 
times received the approval of courts of 
last resort. No reported decisions in 
which the courts have disapproved the 
plan were cited by the commission. The 
amount paid to the trustee, the court said, 
was clearly not excessive and should be 
allowed. 

Finally, the court considered the sums 
of money expended by the company for 
metalizing its rural lines. The com- 
mission conceded that such expenditures 
were necessary but referred to a statute 
empowering county commissioners to 
grant the use of areas along public high- 
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ways for electric lines. This statute ap- 
parently would require the grantee (pre- 
sumably an electric utility or an REA 
co-op) to furnish all wires and attach- 
ments for making metallic telephone lines 
displaced by it to pay the cost of moving 
the telephone lines. 

The court answered the commission by 
pointing out that the statute did not in- 
clude the cost of installing the equipment 
which, it said, would be “something more 
than negligible in a half-million-dollar in- 
stallation over many miles of county 
roadways.” 

Further, the election of the company 
to waive its rights under the statute was 
a matter of business policy and within its 
discretion. As a further justification for 
including these costs in the rate base, de- 
spite the fact that the company might have 
required others to make at least part of 
the expenditures, the court said: 


The disinclination of the company 
to exact its pound of flesh and its de- 
sire to avoid an attitude of hindrance 
toward the program of rural electrifica- 
tion, with the attendant benefits of such 
a program flowing to vast numbers of 
telephone subscribers, furnish no 
plausible support for the view that this 
part of the company’s property should 
be taken without just compensation. 


Judge Sickel dissented on the ground 
that the burden of proving present rates 
confiscatory was on the company and did 
not shift to the commission simply be- 
cause the company submitted its books 
and records to commission examiners. 
The company, Judge Sickel concluded, 
did not sustain its burden of proof and, 
consequently, the commission order deny- 
ing the rate increase should be affirmed. 
Re Northwestern Bell Teleph. Co. 


Telegraph Rates Approved Despite Unsatisfactory Evidence 


HE application of Western Union 

for authority to establish a new rate 
structure applicable to intrastate tele- 
graph service was approved by the 
Florida commission. 


Existing rates were described by the 
commission as “an unsatisfactory con- 
glomeration of rates with no definite pat- 
tern and containing several inequities.” 
Proposed rates are based on a “brick- 
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work” pattern of rate making, bear a 
direct relationship to air-line mileage, and 
provide for equal rates for equal dis- 
tances. Forty-four states, the District of 
Columbia, and the Federal Communica- 
tions Commission have already approved 
the new rate structure. 

The rates in effect in Florida were sub- 
stantially lower than in other states. In 
1919, all states except Florida and 
Louisiana had allowed a 20 per cent in- 
crease. Thereafter, on two different oc- 
casions, 10 per cent increases were 
authorized by all states including 
Florida. The utility sought a 20 per cent 
increase to bring Florida rates in line 
with those of other states. 

The commission deplored the lack of 
evidence as to the original cost, and ac- 
crued depreciation of the company’s 
Florida property, and as to the value of 
the intrastate service. The company’s 
evidence of its revenues based on two 
days’ sampling and the apportionment of 
expenses on an arbitrary basis were also 
disapproved. 

While the company’s general intention 
to make its message rate uniform 
throughout the nation was said to be 
commendable, rate making on the prin- 
ciple of uniformity alone was not thought 
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to be desirable. The commission com- 
mented : 


On the contrary we are committed 
to the generally accepted method of 
fixing rates; namely, prescribing rates 
which will produce a reasonable return 
on the fair value of the property used 
and useful in the rendition of service, 
giving due consideration to revenues, 
expenses, taxes, volume of traffic, and 
economy and efficiency of operations. 


Notwithstanding its apparent distaste 
for granting rate increases upon a record 
which obviously lacked the traditionally 
required information, the commission ap- 
proved the increase because of the fact 
that the company had shown a loss on its 
over-all operations for the previous 
three years. With the Florida rates con- 
siderably lower than those of other states, 
it was reasonable to assume, the commis- 
sion said, that Florida intrastate opera- 
tions were being conducted at a loss. The 
increase was allowed with the view 
toward restoring the utility to a firm 
financial condition and enabling it to 
render improved communication service 
in Florida and throughout the country. 
Re Western Union Teleg. Co. (Order 
No. 1608, Docket No. 3031-TG). 


Railroad’s Revised Dining Car Rules Discriminatory 


Necro who had previously com- 
plained to the Interstate Commerce 
Commission and appealed to the courts 
concerning the discriminatory practices 
of a southern railroad in regard to dining 
car service brought a new appeal to the 
Supreme Court when the commission ap- 
proved a new set of rules pertaining to 
the manner of providing dining car serv- 
ice to Negroes. 

The new rules provided for the 
reservation of ten tables of four seats 
each exclusively and unconditionally for 
white passengers and one table of four 
seats exclusively and unconditionally for 
Negro passengers, with a curtain being 
drawn between the one table for Negroes 
and the ten tables for whites. 
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The passenger’s previous difficulty had 
been caused by the fact that when he went 
into the dining car the table reserved for 
Negroes had been partially occupied by 
whites pursuant to a regulation in effect 
at that time. The steward refused to seat 
him with the white passengers, made an 
offer which was declined to serve him in 
his Pullman, promised but forgot to call 
him when his table was free. These prac- 
tices were condemned as discriminatory 
by the commission and the United States 
District Court. 

The United States Supreme Court 
found that the Negro passenger had a 
standing to challenge the new regulations. 
He is an aggrieved party free to travel 
again on the same railroad, the court said, 


AUG. 17, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


and may challenge the railroad’s current 
regulations on the ground that they per- 
mit the recurrence of comparable viola- 
tions condemned before. 

The Supreme Court compared this 
case with Mitchell v. United States 
(1941) 313 US 80, where a Negro was 
denied a Pullman seat although it was 
unoccupied and would have been avail- 
able to him if he were white. As in the 
Mitchell Case, the court continued, the 
railroad’s regulation subjected the Negro 
passenger to “undue or unreasonable 
prejudice or disadvantage in violation of 
§ 3(1) of the Interstate Commerce Act.” 
The refusal to serve Negro passengers 
while tables for white passengers were 
unoccupied clearly violated the act. 

The railroad contended that there was 


nothing wrong with the regulations since, 
whenever forty white diners were seated, 
any additional white passengers would 
be in the same position as the Negro pas- 
senger desiring to eat while the four 
Negro settings were occupied. 

The Supreme Court said that such a 
situation was not an answer to the re- 
quirements of the Interstate Commerce 
Act. Discriminations that operate to the 
disadvantage of two groups are not the 
less to be condemned because their im- 
pact is broader than if only one were 
affected. 

The Court did not discuss the constitu- 
tional questions involved, since the regu- 
lations were in any event invalid under 
the Interstate Commerce Act. Hender- 
son v. United States of America et al. 


Direct Current Service Need Not Be Supplied 


HE appellate division of the New 
York Supreme Court directed that 
a judgment be entered dismissing a con- 
sumer’s complaint against an electric 
company because of its failure to provide 
direct current service. See 83 PUR NS 
59, for a ruling on the termination of this 
service during litigation. 
The court pointed out that the statute 
requiring an electric company to supply 


electricity does not require that any par- 
ticular kind of current be used. Conse- 
quently, the court concluded, when the 
state commission decided that electric 
current in the area should be confined 
to alternating current, the utility might 
properly refuse direct current service 
thereafter. Meerow Press, Inc. et al. v. 
Consolidated Edison Co. of New York, 
Inc. 97 NY S2d 862. 


Dissolution of Useless and Unnecessary Holding 
Company Required 


HE Securities and Exchange Com- 
mission ordered Eastern Utilities 
Associates to dissolve within one year and 
to distribute its assets among its security 
holders pursuant to a plan to be filed with 
and approved by the commission. East- 
ern Utilities is solely a holding company 
and has three direct subsidiaries and one 
indirect subsidiary. Each subsidiary is a 
public utility within the meaning of the 
Holding Company Act. The commission 
found that the holding company has never 
performed any legitimate holding com- 
pany function. 
As the holding company system was 
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constituted, the company was not in a 
position to perform any useful function. 
The commission observed that the legiti- 
mate function of a holding company is to 
provide the codrdination necessary for 
the operation of an integrated utility sys- 
tem formed by companies whose opera- 
tions for one reason or another are not 
susceptible of being merged into a single 
operating corporate entity. 

The bylaws of one of the system com- 
panies provided that all shareholder ac- 
tion required an affirmative vote of at 
least 70 per cent of the outstanding voting 
securities. That requirement, when con- 
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sidered in the light of the fact that 56 per 
cent of the voting power of one of the sys- 
tem companies was owned by outside in- 
terests, resulted in depriving the holding 
company of any decisive rdle in the co- 
Ordination and integration of its system. 
Consequently, the system companies had 
been required to adjust their affairs by 
means of negotiation and arbitration. The 
commission pointed out that the operat- 
ing managements could do this without 
the necessity of holding company inter- 
cession. 

Furthermore, the commission found 
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that the holding company security struc- 
ture was unduly complex in violation of 
§ 11 of the Holding Company Act. It 
was replete with impediments of the rais- 
ing of common capital, an appropriate 
function of a holding company. 

The commission noted, however, that 
dissolution could be avoided if the out- 
side interests in one of the system com- 
panies were eliminated and if the hold- 
ing company were recapitalized on a com- 
mon stock basis. Re Eastern Utilities As- 
sociates (File No. 59-89, Release No. 
9784). 


City’s Objection to Statewide Telephone Rate Making Overruled 


N application by the city of New York 
for a rehearing as to increased rates 
allowed the New York Telephone Com- 
pany was dismissed by the New York 
commission. The city did not offer any 
additional evidence but contended that 
the commission erred as a matter of law 
in that it regarded the city as merely one 
of many parts of the system when it ap- 
plied the theory that the company is en- 
titled to earn a fair return on its opera- 
tions as a whole even though earnings in 
parts of the system may be higher or low- 
er than a fair return. 

The commission commented that the 
same issue was raised in 1922, at which 
time it was decided that there was no 
valid reason why there should be sep- 
arate findings as to the effect of city rates 
and outside-the-city rates, respectively. 

In that proceeding, the commission 
said, “the shoe was on the other foot” in 
that the company was claiming that the 
rates were discriminatory because it was 


earning a lower rate of return on its in- 
vestment in the city than it was in the 
rest of the state. 

The commission has followed the 
principle of statewide rate making since 
1930 and observed that until the present 
proceeding it had never been challenged. 
The theory of fixing rates for various sec- 
tions of the state upon the historic invest- 
ment, the commission continued, would 
result in rates being fixed in many cases 
solely by reason of the accident of the year 
of placement. If rates were to be fixed 
upon the basis of investment capital, a 
complete revision of the company’s rate 
schedules would be required. In all prob- 
ability this would result in very substan- 
tial increases in residential rates and de- 
creases in business rates. If it were ap- 
plied within the city itself, it would result 
in lower rates in the business district of 
Manhattan and higher rates in the resi- 
dential districts of all boroughs. Re New 
York Teleph. Co. (Case 14131). 


e 


Other Important Rulings 


AS complaint against the 
unauthorized operations of a private 
automobile carrier was dismissed by the 
California commission when its investi- 
gation disclosed that the operation was 
one in which the carrier’s automobiles 
were hired at rates based upon use with- 
out regard to the number of passengers 
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carried and traveled to and from destina- 
tions selected by the rider and as such 
was not within the Public Utility Act. 
Shults et al. v. Wheat (Decision No. 
44145, Case No. 5180). 


The Colorado commission denied 
authority to extend motor carrier service 
AUG. 17, 1950 
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on the ground that this would impair the 
efficiency of existing adequate common 
carrier motor vehicle service and for the 
further reason that the applicant had per- 
sistently violated rules and regulations 
of the commission. It was said that such 
violations should be considered in de- 
termining whether additional authority 
is to be granted, although this is not con- 
clusive. Re South (Decision No. 34995, 
Application No. 10253-PP-E-xtension). 


The Securities and Exchange Com- 
mission, in exempting a holding company 
and its subsidiaries from the provisions 
of the Holding Company Act, stated that 
the phrase “predominantly intrastate in 
character and carry on their business sub- 
stantially in a single state,” as used in 
§ 3(a)(1) of the act, providing for ex- 
emptions, relates to the “business” or 
management of electric or gas utilities as 
such, and that this standard must be met 
individually rather than on a system basis 


by the holding company and each of its 
public utility subsidiaries. Re Texas 
Utilities Co. (File No. 31-566, Release 
No. 9786). 


The Wisconsin commission held that 
the discontinuance of unlimited inter- 
exchange service for toll messages be- 
tween two communities was reasonable 
because there was no evidence of a strong 
community of interest between the two 
exchanges and the burden of cost of main- 
taining the line was being carried by all 
exchange subscribers. Re New Rockland 
Codperative Teleph. Co. (2-U-3257). 


The Indiana commission, in authoriz- 
ing a telephone rate increase, held that a 
4 per cent depreciation rate should be 
used in determining annual depreciation 
and that this rate should be applicable to 
original cost of property, adjusted from 
year to year by additions and retirements. 
Re Leisure Teleph. Co. (No. 21943). 
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UNITED STATES COURT OF APPEALS, FIFTH CIRCUIT 


Interstate Natural Gas Company, 
Incorporated 


Vv. 
Federal Power Commission et al. 


No. 10701 
181 F2d 833 
May 9, 1950 


ETITION for order to show cause why funds impounded by 
P interstate natural gas company after rate reduction should 
not be distributed to pipe-line company and others pursuant to 
proposed plan; distribution according to plan ordered and cost 
of distribution of refund to utility customers charged against 

interstate company. 


Reparation, § 43.1 — Parties entitled to refund — Natural gas overcharges. 
1. Moneys collected from a pipe-line company by an interstate gas company 
in excess of a rate which is later upheld are prima facie the property of 
the pipe-line company and must be distributed to it, unless superior claims 
in law or equity are shown, p. 34. 


Reparation, § 9 — Duty of court — Inquiry as to state law — Persons to benefit 
from refund. 

2. The duty of the United States court of appeals, upon receiving by re- 

mander a proceeding involving the distribution of funds collected by an 

interstate gas company from a pipe-line company in excess of a rate for 

natural gas which was later upheld, is to find out in the best way it can 

what law and equity, in each of the states where the money was collected, 

demands as to the distribution of the money and to distribute the money 
accordingly, p. 37. 


Reparation, § 43.1 — Persons entitled to refund — Natural gas rate reduction — 
Contract sales. 

3. There is no basis either in contract or in equity for requiring a pipe-line 
company to refund to its direct industrial customers any of the moneys 
which it collected from them pursuant to contracts for the sale of natural 
gas after a rate lower than that paid by the pipe-line company to an inter- 
state natural gas company is validated and refund to the pipe line ordered, 
p. 38. 


Reparation, § 43.1 — Persons entitled to benefit from rate reduction — Industrial 
customers. 

4. Industrial customers seeking refund from a pipe-line company from 

whom they purchased natural gas under direct sale contracts during a 

[3] 33 84PUR NS 
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period affected by a court order validating a lower rate between the 
pipe-line company and its interstate supplier may not claim that they are 
entitled to refund by virtue of the assertion of state regulatory authority 
where they are confronted with the rulings and findings of the state Com- 
mission that the purchases of gas under direct sale contracts did not constitute 
a public utility operation, notwithstanding the fact that after a change in 
personnel, the Commission has adopted an opposite view, p. 39. 


Reparation, § 50.1 — Expense of distribution — Impounded funds. 


5. A plan for the distribution of moneys collected from a pipe-line company 
by its interstate supplier of natural gas in excess of a rate whose validity 
is later upheld, in which the public utilities purchasing gas from the pipe-line 
company were to receive their proportionate share of the overcharges for 
redistribution to their customers and in which overpayments made by the 
pipe-line company on gas purchased for resale to industrial customers on 
private contract were to be refunded to the pipe-line company and retained 
by it, was considered just, fair, and reasonable, and distribution of the funds 
was directed to be made according to such plan with the interstate supplier 
bearing the cost of distribution of the refund to the customers of the utilities, 





p. 40 


APPEARANCES: Milton Mallin, As- 
sistant Attorney General of Illinois, 
Chicago, Ill., for Illinois Commerce 
Commission; Wm. Dougherty, New 
York, for Mississippi River Fuel Cor- 
poration ; Leslie Henry, Toledo, Ohio, 
for Owens-Illinois Glass Co., and var- 
ious other respondents; William R. 
Bascom, St. Louis, Missouri, for 
Granite City Steel Co. & Laclede- 
Christy Co., respondents; John P. 
Randolph, Jefferson City, Missouri, 
for Missouri Public Service Commis- 
sion; Lambert McAllister, Special 
Counsel, Federal Power Commission, 
Washington, D. C., for Federal Pow- 
er Commission. 


Before Hutcheson, CJ., Holmes, 
CJ., and Christenberry, DJ. 


HutTcHeEson, C]J.: 

[1] After the Supreme Court? had 
reversed the distribution order of this 
court,® Mississippi River Fuel Corpo- 
ration, one of the pipe-line companies 


from whom Interstate had collected 
the excess charges, undertook, in con- 
sultation with representatives of the 
Federal Power Commission, to work 
out, in substantial compliance with the 
opinion of the Supreme Court, an 
agreed plan for distribution of the re- 
turned excess charges it had paid In- 
terstate. 

The plan proposed distribution to 
the public utility companies for redis- 
tribution to their customers of all ex- 
cess charges not already returned in 
lower rates, which, under the formula 
determined upon, were attributable to 
sales by Mississippi to public utilities. 

As to excess charges of $939,- 
580.17, attributable to gas sold direct 
by Mississippi to fifty-five industrial 
customers on private contracts, the 
plan proposed that since these sales 
were not regulated sales, and the con- 
tracts made no provision for price re- 
ductions, and none were due by state 
law, the amount of these charges 





1 Federal Power Commission v. Interstate 
Nat. Gas Co. (1949) 336 US 577, 93 L ed 895, 
79 PUR NS 45, 69 S Ct 775. 
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2Interstate Nat. Gas Co. v. Federal Power 
 acemamae (1948) 73 PUR NS 149, 166 F2d 
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should be distributed to, and retained 
by, Mississippi. 

As to the sales to public utilities, 
the plan provided that it should be 
made effective by obtaining the agree- 
ments of the Federal Power Commis- 
sion, of the public utility customers of 
Mississippi, and of the state regula- 
tory Commissions or Boards in the 
states where the sales were made. 

As to the industrial contract cus- 
tomers, the plan proposed that it be 
made effective by obtaining disclaim- 
ers from them. 

The plan progressed to the point of 
obtaining the agreement of the Fed- 
eral Power Commission and of the 
public utility customers in, and state 
regulatory bodies of, the states of Ar- 
kansas and Missouri, and disclaimers ® 
amounting to $338,556.51 from twen- 


ty-two of its direct industrial custom- 
ers, when it became apparent that, be- 
cause of the inability to secure the 
consent of the Illinois Commission, an 
agreement could not be obtained from 
the two Illinois public utilities, and 
that many of the industrial customers 
would not sign disclaimers. Thereup- 
on, Mississippi, attaching the plan * 
with the agreements and disclaimers 
it had obtained, and a form of order 
distributing the funds exacted from 
it in accordance with the plan, filed 
in this court a petition for an order to 
show cause why the excess funds col- 
lected from Mississippi should not be 
distributed in accordance with the plan 
and the order attached. 

Notice having been duly given to all 
interested parties, and those desiring 
to oppose the entry of the order sought 





8 The disclaimer form for direct industrial 
customers of Mississippi was used since Mis- 
sissippi’s counsel was of the opinion, an opinion 
with which the Missouri and Arkansas State 
Commissions and the Federal Power Commis- 
sion are in agreement, that no regulatory 
agency has jurisdiction over sales to them, and 
that, under the opinion of the Supreme Court, 
only the question of the right of these cus- 
tomers under their contracts to a rebate or 
retroactive adjustment was material. 

* The plan provided: 

(1) That the total amount of money repre- 
senting excess charges paid to Mississippi by 
Interstate is $1,484,582.53; 

(2) That of this amount $300,898.66 repre- 
sents amounts paid by Mississippi for gas, 
which it in turn sold for resale to public util- 
ity companies for the period from June 1, 1943, 
to Jan. 20, 1946, and $244,103.70 represents 
the amount of such sales from Jan. 21, 1946, 
to Sept. 30, 1947, making a total of $545,002.36 
of purchases from Interstate applicable to sales 
made to utility companies for resale; 

(3) That the remaining $939,580.17 is ap- 
plicable to sales made by Mississippi directly 
to industrial consumers ; 

(4) That as to the sum of $244,103.70, men- 
tioned above, as a result of a rate order against 
Mississippi, requiring it to reduce its billings, 
Mississippi has already given its utility cus- 
tomers the benefits of the Interstate reduction 
from Jan. 20, 1946, the time the Commission’s 
order became effective in a rate case against 
aa: 

(5) That since the effect of such interim 
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billing was to grant such benefit to pees. 
sippi’s utility customers, Mississippi is no 
entitled to receive said sum of $244,103 70: 

(6) That the Federal Power Commission 
has no jurisdiction over rates for gas sold by 
Mississippi directly to industrial consumers, 
and the stipulation of the Federal Power Com- 
mission applied only to the disposition of funds 
relating to sales for resale, and by the agree- 
ment it takes no position respecting the dis- 
position of said sum of $939,580.17 ; 

(7) That Mississippi has made an offer of 
settlement in respect of the distribution of the 
impounded funds by agreeing to pay its utility 
customers the total sum of $300,898.66, dis- 
tributed as follows : 


(a) Arkansas Utilities 
Arkansas Power 
Company 
Arkansas-Louisiana Gas Co. .. 
(b) Missouri Utilities 
Missouri Natural Gas Co $9,041.26 
Laclede Gas Light Co. ....... 169,251.31 
Laclede Gas Light Co., Succes- 
sor to St. Louis County Gas 
Co. 
(c) Illinois Utilities 
Timots Power Co. <..cccccces $27,093.53 
Union Electric Power Co. 2,979.48 


(8) That $174,852.81 of the amount due 
Mississippi has not been paid into the regis- 
try of the court by Interstate, but will be 
paid by it in accordance with the agreed 
judgment. 


and Light 
$26,253.20 
11,774.43 
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having appeared, there was first an in- 
formal, preliminary, or pre-trial, in- 
quiry, as to whether the appearances 
and pleadings were in proper form, 
and all parties were advised that they 
would be at liberty to file amendments 
at any time before the filing date set 
for their briefs if they were, or became, 
advised that their present pleadings 
did not suffice. 

At the same time and in the same 
way, inquiry was made as to whether 
there were any controverted issues of 
fact, particularly as to whether there 
was any dispute with reference to the 
amounts set out in the petition and 
plan, whether any of the contracts 
contained provisions for price relief 
or reduction, and as to whether any 
of the contracts had expired and been 
renewed since the entry of the Power 
Commission’s rate reduction order, 
and, if so, whether, in renewing them, 
any efforts had been made to obtain a 
reduced price on the basis of the reduc- 
tion. 

Both of these inquiries having been 
answered in the negative, and an un- 
derstanding arrived at, that, as at pres- 
ent advised, none of the parties believed 
there were controverted issues of fact, 
but only questions of law, the parties 
were advised that if before the coming 
in of the briefs they should be of a dif- 
ferent opinion and should desire to file 
affidavits or agreed statements as to 
facts, they could do so. 

The issues being thus agreed upon, 
the oral argument was begun, and all 
persons, desiring to be, were fully 
heard. 

The Illinois Commission and the 
Industrial customers, making common 
cause, did not at all contest the correct- 
ness of the excess amounts proposed to 


84 PUR NS 36 


be distributed by the plan. Their 
prime position was that the opinion of 
the Supreme Court had made it clear: 
that Mississippi could not in any event 
retain for itself any of the excess sums 
which had been collected from it; that 
it was the duty of the court in any 
event to direct that no part of the sums 
distributed, except the amounts that it 
had already given its public utility cus- 
tomers the benefit of, should be paid to 
Mississippi ; and that it was, therefore, 
the duty of the court, under that opin- 
ion, to order the excess sums exacted 
distributed to or for the benefit of 
ultimate consumers, private industrial 
and public utility alike. 

Their secondary position was that 
the Illinois Commission had regula- 
tory powers over Mississippi, not only 
as to rates to be charged to public util- 
ity customers but those to be charged 
to industrial customers as well, and 
that under its power it could, and 
would, award reparation to the indus- 
trial customers in the amounts of these 
excess charges. 

The Illinois Commission made a 
further insistence that if this court 
should be of the opinion that the 
industrial customers were not entitled 
to a refund of excess charges exacted 
by Interstate as to gas sold them, 
then, since Mississippi would not in 
any event be entitled to them, it should 
order these sums paid to the utility 
customers for distribution to their cus- 
tomers. As to this contention, since 
none of the gas, as to which these ex- 
cess charges were exacted, had been 
sold to utility customers and by them 
to their customers, the Illinois Com- 
mission was somewhat at a loss to 
give any reason why, or any basis on 
which, this complete windfall should 
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come to the customers of the public 
utilities. It also advanced a subordi- 
nate contention that Interstate should 
pay all costs of distribution. 

The position of Mississippi, with 
which, as to sales in Missouri, the 
Missouri Commission was in full 
agreement, was: that the charges to 
industrial customers were not included 
in, or affected by, the Federal Power 
rate order; that such charges are not 
subject to state regulation; that the 
contracts under which these customers 
purchased gas provided for no reduc- 
tion or rebate ; and that thus they were 
not in law or equity entitled to receive 
any of the excess charges exacted of 
Mississippi under the Federal rate or- 
der. 


The oral arguments concluded, the 
time fixed for the filing of briefs hav- 
ing elapsed, and the briefs and claims 
all in, it now appears that, of the fifty- 
five industrial customers, twenty-two, 
accounting for $338,556.61 in amount, 
signed disclaimers; seventeen, ac- 
counting for $115,171.61 in amount, 
did not appear in answer to the rule, 
but made default; and eleven,® ac- 
counting for $484,909.97, made an- 
swer to the rule, and, asserting claims 
have (except one small claim, that of 
the St. Louis Screw & Bolt Co. for 
$1,942.08), appeared orally and by 
brief, asserting and arguing their right 
to the sums claimed. 

The Power Commission agrees to 


the plan and order, that it had, and 
has, no jurisdiction or authority over 
the prices charged industrial custom- 
ers, and that its rate order did not 
purport to affect or concern these 
prices. The state Commissions of 
Missouri and Arkansas likewise agree 
to the plan and that they are not in- 
terested in, or concerned with, the said 
sum. There is for decision in this 
court, then, only one main question, 
whether the eleven claimants to the 
$484,909.97, or any of them, are en- 
titled to that sum or any part of it, and 
one subordinate one, that of the costs 
of distribution of the Illinois funds. 

We have given the most careful at- 
tention to the contentions made. We 
find no basis in the opinion of the Su- 
preme Court, or otherwise, in law or 
in equity, for the primary contention 
made by the contestants, that moneys 
collected from Mississippi in excess of 
a rate, whose validity is later upheld, 
can in no event be distributed to Mis- 
sissippi. We think it quite plain that, 
at least, prima facie, these moneys are 
the property of Mississippi and must 
be distributed to it, unless superior 
claims to it, in law or in equity, are 
shown.® 


[2] A careful reading of the opin- 
ions of the members of the Supreme 
Court, who made up the majority, 
leaves us in no doubt that while there 
may be some difficulty in reconciling 
with each other the purport, the intent, 





5 Of these, seven, accounting for $371,870.39 
were Illinois direct industrial customers, and 
four, accounting for $114,981.66 were Missouri 
direct industrial customers. 

6“The three pipe-line companies whose ex- 
cessive payments made up this fund may not, 
under the terms of the impounding order, have 
an absolute right to recover it. However, 
since this court found that the money was 
illegally exacted from them, it would seem 
to make at least a prima facie case for re- 


turning it to their possession. The minimum 
to which they are entitled is a chance to be 
heard as to whatever claim they may have 
to it. As these companies are subject to the 
Federal Natural Gas Act [15 USCA § 717 
et seq.], a Federal court might properly weigh 
their claims under Federal law.” Federal 
Power Commission v. Interstate Nat. Gas Co. 
(1949) 336 US 577, 590, 93 L ed 895, 79 PUR 
NS 45, 53, 69 S Ct 775, 782. 
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and the effect of all the things said in 
the several opinions, there is none as 
to what the majority actually decided,’ 
none as to the duty of this court in 
the premises, which is to find out in 
the best way it can and determine what 
law and equity, in each of the states 
where the money was collected, de- 
mands as to the just distribution of 
the excess funds collected by Interstate 
from Mississippi. 

[3] After giving the most careful 
consideration to the agreed facts, to 
the positions of the regulatory Com- 
missions, and to the respective conten- 
tions of the parties, in the light of what 


is said in the opinions of the Supreme 
Court majority,® we are in no doubt 
that there is no basis in the law of 
contract for ordering Mississippi to 
refund to its direct industrial custom- 
ers any of the moneys it collected from 
them pursuant to these contracts. 
Valid when made, and remaining valid 
and binding throughout, unaffected by 
the Federal rate proceedings and the 
rate order made by a Commission, 
neither asserting nor having jurisdic- 
tion over prices paid or to be paid by 
them under the contract, they were 
the fruit of private and arm’s length 
negotiations ® under the compelling 





7“In conclusion, the task of the Federal 
court in distributing the fund accumulated by 
virtue of its stay order is to undo the wrong 
which its process caused. The basic problem, 
therefore, is not to fix rates but to determine 
who suffered a loss as a result of the court’s 
action in granting the stay. What in fact 
would have happened as a consequence of Fed- 
eral or state law, if the stay had not been 
issued, no one can know for a certainty. But 
the Federal court must make its prognostica- 
tion, whether an excursion into Federal or 
state law questions is entailed. Distribution 
of the fund should not involve prolonged liti- 
gation. It is an administrative matter involv- 
ing the exercise of an informed judgment by 
the Federal court and should have the flexi- 
bility and dispatch which characterize the ad- 
ministrative process.” Federal Power Com- 
mission v. Interstate Nat. Gas Co. 336 US at 

p. 584, 79 PUR NS at p. 49, 69 S Ct at p. 
779. 

8 That the concern of the act and of the 
Supreme Court was for the retail consumers 
purchasing at resale from utilities, the opinion 
makes clear: “They were the intended bene- 
ficiaries of rate reductions ordered by the Fed- 
eral Commission, though state machinery 
might have to be invoked to obtain lower rates 
at the consumer level. The rates charged a 
wholesaler are part of its costs, reflected in 
its rate base. Reduction of those costs nor- 
mally will lead in due course to reduction in 
its resale rates, unless we are to assume that 
the passage of the Natural Gas Act was an 
exercise in futility.” Federal Power Com- 
mission v. Interstate Nat. Gas Co. 336 US at 
p. 581, 79 PUR NS at p. 48, 69 S Ct at p. 778. 

As to the industrial customers, the court 
makes it clear that while they may show them- 
selves entitled to a recovery, there is a posi- 
tive burden on them to do so: 

“We likewise do not know whether the 
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reductions would have reached the industrial 
users either by terms of the contracts or by 
virtue of the assertion of regulatory authority. 

“Tf in this situation local law provides a 
standard for determining which of two or 
more claimants would have been entitled to 
the benefits of the rate reduction, the Federal 
court should apply it. If clear and speedy state 
remedies are available, the Federal court might 
hold the fund until those having the final say 
on the state law questions have spoken. . 
But in absence of such a showing the Federal 
court in the interest of dispatch should proceed 
to determine the questions, relying on such 
sources of local law as may be available, in- 
cluding information from state regulatory 
agencies.”” Federal Power Commission v. In- 
terstate Nat. Gas Co. 336 US at pp. 583, 584, 
79 PUR NS at p. 49, 69 S Ct at p. 779. 


9In the opinion of Jackson, J., it is said: 
“The Commission does not tell us the prices 
paid by various classes of consumers. But it 
is common knowledge that, for a variety of 
reasons, industries get a much lower price per 
thousand cubic feet than domestic users. If 
we assume it is 50 per cent, then the refund 
would repay industrials twice as large a pro- 
portion of what they have paid for gas per 
thousand cubic feet as it would household 
users. Is this ‘equity’? I have great 
doubt whether the industrial users have any 
just basis for participating in this refund; but 
if they could, and they certainly are entitled 
to try, their share should not be greater than 
their proportion of the revenues contributed, 
rather than of their proportion of the con- 
sumption. The latter measures only the bene- 
fits they already have derived from exhausting 
the nation’s supplies, not at all what they have 
contributed to the fund.” Federal Power Com- 
mission v. Interstate Nat. Gas Co. 336 US 
at pp. 592, 593, 79 PUR NS at pp. 54, 55, 

S Ct at p. 783. 
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pressures of other competing fuels. 

Nor are the industrial claimants in 
any better position from an equitable 
standpoint, first, because the prices 
charged them by Mississippi having 
been fixed on a competitive open mar- 
ket basis and not on the basis of regu- 
lation, there is no ground for finding 
that Mississippi has been unjustly en- 
riched at their expense. This is so 
because Mississippi collected from 
them only what, dealing at arm’s 
length and in a market where prices 
are fixed by costs of competing fuels, 
they had voluntarily agreed to pay. 
It is so, too, because if this court, on 
the theory of unjust enrichment to 
Mississippi by returning to it its own 
money which it had paid out, were to 
order these moneys paid over to the 
industrial customers, it would then, 
on the same principle, have to order 
them in turn to pay them over to the 
contract consumers of their goods, and 
so on, ad infinitum. 

[4] When we turn for the basis 
of the claim of the industrial custom- 
ers to their contention that they are 
entitled to a refund by virtue of the 
assertion of state regulatory author- 
ity, we find them in no better position. 


As to the Missouri claimants, we 
are not only pointed to no law support- 
ing their claim, but also “relying on 
such sources of local law as may be 
available, including information from 


state regulatory agencies,” we are 
positively advised to the contrary. 

As to the Illinois industrial claim- 
ants, they do urge upon us that the 
law of Illinois grants the Illinois Com- 
mission statutory authority to regulate 
private contract purchases, and they 
do have the support, since Feb. 8, 
1950, of the Illinois Commerce Com- 
mission, as presently composed. They 
are, however, confronted, as far as 
their claim for reparation or refund as 
to these particular purchasers are con- 
cerned, with the ruling and findings ” 
made on Jan. 14, 1949, 77 PUR NS 
12, 16, 17, by the predecessors of the 
present Commission and the undis- 
puted fact that, with the consent and 
acquiescence of these purchasers, the 
Commission, at no time during the pe- 
riod of or since these purchases, has 
asserted any claim to regulate, or con- 
cern itself with, them. 

In these circumstances, it is quite 
clear that we cannot find that “clear 
and speedy state remedies are avail- 
able” to the industrial customers for 
the recovery of any of these funds but 
that the contrary is so. It is equally 
clear that proceeding “in the interest 
of dispatch, to determine the ques- 
tions, relying on such sources of local 
law as may be available, including in- 
formation from state regulatory agen- 
cies,’ we must determine that these 
contestants are not entitled under lo- 





10“(9) That, with respect to . direct 
sale contracts, it was the contemplation of both 
buyer and seller that gas thereunder should 
be furnished as a specially negotiated sale of 
a commodity and not as a public utility opera- 
as. 5 m.e 

“(14) That nearly all the industries which 
so purchase gas from the company have made 
representations to this Commission in this pro- 
ceeding, and in every case the said industry 
does not seek to have the Commission declare 
the said sales to be of a public utility charac- 


ter but, in effect, acquiesces in continuance of 
the present arrangements; . . . 

“(16) the Commission now finds 
that the sales of gas presently being made and 
which have been made for approximately ten 
years in the same territory and to substantially 
the same customers by the company do not 
have the quality of a public utility operation 
but were originally intended bona fide to be, 
and still are, in the nature of private purchase 
and sale of gas, and do not represent a public 
use within the meaning of § 10 of ‘An act 
concerning public utilities’, as amended.” 
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cal regulatory law to the refunds they 
claim. 

[5] Of the opinion, therefore, that 
the plan as proposed and in large part 
agreed to is just, fair, and reasonable, 
and that the distribution of the funds 
should be made in accordance with it, 
the decree proposed in the petition for 
show cause will be entered as our de- 
cree. There will be added to it, how- 


ever, at its foot, that a plan, for the 
distribution by the Illinois utility com- 
panies to their consumers of the $30,- 
073.01, ordered paid to them, on the 
order of that suggested in the brief of 
the Federal Power Commission be 
adopted, and that the expense of mak- 
ing such distribution be borne by In- 
terstate. 
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E* BANC. REvIEW of order dismissing petitions for repara- 
tion of alleged overcharges; portion of order annulled and 
case remanded. 


Rates, § 211 — Effect of contract — Fuel clause. 
An electric rate contract having a fuel adjustment clause and a provision 
that if the power company shall at any time, either voluntarily or by order 
of legal authority, place in effect lower or more advantageous rates, it should 
make the same rates effective for a contract holder, entitles him to the lower 
rate under existing tariffs, where, by reason of the fuel adjustment clause, 
the contract rates are higher than the tariff rates. 


(Traynor AND Epmonps, JJ. dissent.) 
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Francisco, Henry W. Coil, H. M. 
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SHENK, J.: This is a proceeding 
to review an order of the Public Utili- 
ties Commission which dismissed three 
complaints for reparations filed by Riv- 
erside Cement Company and South- 
western Portland Cement Company. 
Only two of the cases are involved, 
and the pertinent facts as to them will 
be noted. 


In the fall of 1942, at the request of 
the United States War Production 
Board, Riverside Cement Company 
(referred to as _ Riverside), re- 
opened its plant near Oro Grande. 
Power was furnished by California 
Electric Power Company (referred to 
as the utility, and Riverside com- 
menced negotiations to obtain a rate 
lower than the filed tariff schedules 
and on a par with rates afforded under 
existing special contracts. A contract 
approved and authorized by the Com- 
mission was executed by which the 
utility was to supply electric energy for 
a 5-year term commencing October 14, 
1942, at a minimum charge of one 
dollar per month per horsepower of 
maximum demand but not less than 
$4,000 per month, or a total minimum 
of $240,000 for the 5-year period. 
Paragraph 10(e), designated as the 
escalator clause, provided that when- 
ever during the contract the market 
price of fuel oil should exceed $1.30 
per barrel, the energy charge should 
be automatically increased one-fourth 
mill per kilowatt hour for each full 10- 
cent increase above the basic oil price. 
Elsewhere the contract provided for 
written notice of the increase to River- 
side which had the option to rescind 
within ninety days, the increased rate 
to become effective if the option was 
not exercised. Paragraph 14 of the 
contract stated: “That in the event 
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the [utility] company shall at any 
time, either voluntarily or by order 
of any legal authority, place in ‘effect 
any lower or more advantageous rates 
than those at any time in effect here- 
under or to any other cement manu- 
facturing plant or consumer having a 
load similar to that of consumer and in 
the same territory, the company shall 
likewise make the same rate effective 
for the consumer hereunder.” By 
agreement the contract was extended 
to March 31, 1948. 

On March 19, 1947, the market price 
of fuel oil increased to $1.50 per barrel, 
and pursuant to notice the service 
charge was raised 5 cents per kilowatt 
hour effective July 1, 1947. Notice of 
rescission of the contract was not giv- 
en. Inthe same manner an additional 
identical increase became effective on 
October 23, 1947, reflecting the rise 
in the fuel oil market price to $1.70 
per barrel. Pursuant to a third notice 
following the upward fluctuation in 
the fuel oil price to $2.15 per barrel, a 
further increase of one-tenth cent per 
kilowatt hour might have been charged 
commencing April 12, 1948, except 
for the expiration of the contract on 
March 31, 1948. After the latter date 
the Riverside service charge was gov- 
erned by the tariff schedules on file 
with the Commission. 

A similar contract was executed 
between the utility and Southwestern 
Portland Cement Company (herein 
referred to as Southwestern), ex- 
cept that the contract period was 
was from May 1, 1944, to April 30, 
1949. The same increases were no- 
ticed and charged under the esca- 
lator clause, but as in the case of 
Riverside after March 31, 1948, 

84 PUR NS 





CALIFORNIA SUPREME COURT 


service was billed according to the filed 
schedules. 

Riverside filed a complaint with the 
Commission invoking the application 
of paragraph 14 of the contract, al- 
leging overcharges after July 1, 1947, 
and seeking reparations in the sum of 
$21,739.91. Similarly Southwestern 
sought reparations to the extent of 
$16,535.72. The Commission found 
that increases in the fuel oil market 
price above $1.41 per barrel would and 
did from July 1, 1947, result in charged 
rates higher than rates computed un- 
der the filed schedules or than rates 
under contracts of four other consum- 
ers alleged to have similar loads and to 
be operating in the same territory. 
During the existence of these contracts 
none of the filed schedules or other ex- 
isting contract rates was revised in any 
manner bearing on the issues pre- 
sented. 

The question of which rate was 
chargeable from July 1, 1947, to 
March 31, 1948,—the successive in- 
creased rates under the escalator 
clause or the rate under the filed sched- 
ules or other contracts of similar con- 
sumers in the same territory—depend- 
ed on the effect to be accorded the lan- 
guage of paragraph 14. The Commis- 
sion rejected the contention of the pe- 
titioners that it was the parties’ ex- 
pressed intention that if at any time 
there was available a schedule or other 
rate lower than the contract rate the 
lower rate was to be made available to 
the petitioners. On the contrary the 
Commission adopted the utility’s con- 
tention that by the use of the word 
“shall” in paragraph 14 the intention 
was to make available to the peti- 
tioners only such lower or more ad- 
vantageous rate as should in the fu- 
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ture be placed in effect either by the 
utility or the Commission ; that is, that 
since the lower rates from July 1, 
1947, were under schedules or con- 
tracts which were in effect at the time 
of the execution of the petitioners’ 
contracts, they were not rates which 
the utility thereafter placed in effect; 
that the oil escalator clause rather than 
paragraph 14 applied ; that petitioners’ 
remedy was rescission after notice of 
the increase ; that that remedy was not 
pursued and the petitioners were not 
entitled to reparations. 

The petitioners urged that the posi- 
tion of the Commission is contrary to 
the applicable policy announced in oth- 
er cases. In Vernon v. Southern 


California Gas Co. (1929) Decision 
#21860, 34 CRC 46, PUR1930C 
385 and Batchelder-Wilson Co. v 
Southern California Gas Co. (1930) 
Decision #22806, 35 CRC 132, PUR 


1931B 408, several complainants were 
held entitled to reparations because of 
the defendant’s failure to comply with 
a rule, designated as Rule 19, making 
it the duty of the defendant where 
two or more rate schedules were ap- 
plicable to any class of service to call 
attention to the different rates at the 
time application was made for the 
service, and whenever new schedules 
should be adopted to call the consum- 
er’s attention to the new rates. 

A similar rule, Rule 19, applicable to 
the utility was in effect when the con- 
sumer selected a rate under tariff sched- 
ules in existence at the time service 
was requested, and placing upon the 
utility the duty to advise those of its 
customers affected in the event of 
adoption of new or optional schedules 
or rates. This rule and the foregoing 
decisions of the Commission indicate a 
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required utility policy of affording to 
the consumer the opportunity to select 
the lowest rate suited to its needs at 
the commencement of service and the 
consumer’s right to be kept apprised 
of new lower rates when such should 
become effective. 

Apparently none of the existing 
schedule rates was deemed suitable to 
the needs of these petitioners, who 
sought a lower rate to be based on 
guaranteed length of service and 
specified minimum payments. The 
executed contract providing such a 
rate was based on those considerations. 
Since Rule 19 was inapplicable to the 
special case, paragraph 14 was added 
to the contract for the obvious purpose 
of complying with the required policy, 
thus preserving to the petitioners the 
right to a lower or more advantageous 
rate should such be placed in effect 
during the life of the contract. 

As the provisions both of Rule 19 
and paragraph 14 indicate, it was not 
the purpose to place on the consumer 
the onus of seeking and acquiring in- 
formation as to the probable lowest 
available tariff. The utility thereby 
undertook to perform the office of sup- 
plying the information and opportu- 
nity of selection when occasion de- 
manded. The general policy required 
the utility to afford to the consumer 
the lowest or most advantageous rate. 
Since the purpose of the contracts was 
to obtain a rate lower than the filed 
tariffs and on a par with other special 
rates, it is unreasonable to assume that 
the petitioners agreed to pay any rate 
higher than such existing rates. The 
contrary intention expressed in para- 
graph 14 indicates that if, at any time 
during the contract, rates lower than 
the contract rates should become avail- 


able the petitioners should have the ad- 
vantage thereof. It follows that the 
purpose of the escalator clause was to 
protect the utility's cost differential 
between the lower contract rate and 
available existing tariffs. And it is 
likewise unreasonable to assume that 
the utility might with impunity employ 
that clause to raise charges above ex- 
isting schedules. The utility itself 
recognized the appropriate remedy 
and procedure when the price of fuel 
oil no longer justified the filed tariff 
schedules and in 1948 applied to the 
Commission for increases in those tar- 
iffs. It was during the progress of that 
application that the petitioners discov- 
ered they had been paying charges 
higher than the existing tariffs. 


The utility’s attempt to rest upon 
the future tense of the verb in para- 
graph 14 cannot avail it under the 
facts. Obviously the language would 
apply in the event tariffs were re- 
duced below the contract rate. But 
that is not the exclusive application. A 
similar situation in effect obtained 
here when the company gave notice 
increasing the contract charge above 
the existing tariff. That act was the 
equivalent of placing in effect a rate 
or schedule lower or more advanta- 
geous than the contract rate. As the 
Commission found, the price of fuel 
oil could go to $1.41 without in- 
creasing the contract rate above the 
filed tariff. When, however, the 
utility raised the contract rate above 
the filed tariff, to all the intents 
and purposes of paragraph 14 it 
was placing in effect a rate lower or 
more advantageous than the in- 
creased contract rate. 

It may not be questioned that if the 
language of paragraph 14 applied it 
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took precedence over the provisions of 
the escalator clause and afforded a low- 
er rate to the petitioners from July 1, 
1947, overcharges resulted, and the pe- 
titioners were entitled to recover 
reparations. That result is deter- 
minative here and it becomes unneces- 
sary to discuss other matters, none of 
which may be deemed to override the 
controlling intent and policy. Nor is 
it proper on this review to consider 
which of the lower rates applies, 
whether that under the filed tariffs or 
the contract rate of other consumers in 
the same territory. Those are factual 
issues bearing on the amount of the 
reparations and are for the Commis- 
sion to resolve. 

From the foregoing it follows that 
the portions of the Commission’s order 
dismissing the two complaints should 
be annulled and the cases remanded 
for computation of the amount of 


reparations due to the petitioners re- 
spectively. 
It is so ordered. 


Gibson, CJ., and Carter, Schauer, 
and Spence, JJ., concur. 


TRAYNOR, J. (dissenting): The 
annulment of the Commission’s order 
is based on the premise that the util- 
ity placed in effect lower rates to an- 
other consumer having a load similar 
to that of petitioners within the mean- 
ing of Paragraph 14 of the contract. 
The rates allegedly placed in effect are 
the tariff rates that were in effect when 
the contract was signed. In 1942, 
when Riverside asked the Commis- 
sion’s approval of a special contract 
deviating from PW-1 and PW-2, the 
existing tariffs, Riverside stated in a 


letter to the Commission on October 7, 
1942: “With reference to the power 
company’s published schedules PW-1 
and PW-2, our belief is that neither 
of these schedules is reasonably 
adapted to the conditions of cement 
plant operation. So far as we are ad- 
vised, no cement company has ever op- 
erated under either of these schedules.” 
Yet we are now asked to interpret the 
contract as having incorporated a 
schedule not “reasonably adapted to 
the conditions of cement plant opera- 
tion.” 

It is contended that the original tar- 
iff of rates in effect in 1942 when the 
special contract was signed by the par- 
ties and approved by the Commission 
was “placed in effect’ on July 1, 1947, 
when the utility raised the contract 
price of electricity (above the level of 
the tariff prices) by virtue of the fuel 
oil escalator clause, Paragraph 10(e). 
The words “shall place in effect” 
would ordinarily lead one to interpret 
Paragraph 14 as applying only to tar- 
iffs approved after the signing of the 
contract. It is urged that Paragraph 
14 be construed to limit possible in- 
creases under the “escalator” clause to 
the level of rates already in existence 
because “the purpose of the escalator 
clause was to protect the utility’s cost 
differential between the lower contract 
rate and available existing tariffs.” 
Testimony in the record bearing on 
the meaning of the fuel oil escalator 
clause runs counter to this interpreta- 
tion, and leads to the conclusion that 
the purpose of the clause was to pre- 
serve for the utility a margin of profit 
over its operating costs.* 


If this testimony is disregarded and 





1QOne of the two witnesses heard by the 
examiner was the chief rate engineer of the 
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defendant utility, called as a witness by the 
complainant. He testified: 
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the existing rates are accepted as a 
ceiling on the rates under the con- 
tract,” Paragraph 12 thereof is ren- 
dered meaningless. That paragraph 
specifically gives the consumer power 
to terminate the contract after an in- 
crease in price under Paragraph 10 
(e), the “escalator” provision. The 
protection afforded the consumer by 
this power of termination and the pro- 
tection afforded the utility by the es- 
calator clause are both rendered super- 
fluous if the contract rates no longer 
apply after the price of fuel oil rises 
to $1.41 per barrel, the point at which 
the price of fuel oil causes the price 
of power under the contract to rise to 
the level of the tariff prices. In my 


opinion the contract permits the con- 
sumer either to continue the contract 
in the hope of a drop in fuel oil prices 
or to terminate the contract and accept 


the potential advantages or disad- 
vantages of the tariff rates. To order 
reparations to the petitioners now that 
the contract has expired permits the 
consumer to accept all the benefits of 
the contract, with prices set retroac- 
tively as though their power to ter- 
minate had been exercised. 

We turn now to the four special 
contracts with other consumers that 
allegedly “placed in effect” lower rates. 
Two of the contracts, those with Sierra 
Tale Company and Natural Soda 
Products Company, merely extended 
the rates of Schedule P-2, a schedule 
of limited applicability, to companies 
that had been served on that basis for 
years. After the Commission author- 
ized the utility to cancel the schedule 
of limited applicability, the same rates 
were continued by special contracts. 
The contract with West End Chemi- 





Q. Didn’t you, in general, try to establish 
your rates so that companies like the Cement 
Companies, with large volumes of power or 
using large volumes would pay less per kilo- 
watt hour than the companies using a smaller 
volume of power? A. Yes, as long as we had 
large volumes of cheap power available. 

Q. And you tried, in general, to keep the 
relationship between the Cement Companies 
and other large volume users versus the small- 
er users on that basis as best you could? A. 
Except that where a margin of profit was ex- 
tremely small we have incorporated hedging 
clauses like the fuel oil clause so that we 
would not be caught selling power at a loss 
when prices went up. 

Q. Coming back to my question again, the 
policy was, apart from the earnings of the 
company, the policy was, as between rates for 
consumers, that the larger volume consumer 
would normally have a lower rate than the 
smaller volume consumer? A. Generally, yes; 
when you got into very large volumes other 
factors entered. 

Q. Do you have any instance in your com- 
pany, or did you have in 1947, where you con- 
sidered large volume users should pay a higher 
rate for their electricity than lower volume 
users? A. Yes, we did. You have to con- 
sider, if you are thinking of the Southwest- 
ern and Riverside Cement, you have to con- 
sider the period of the contract as a whole, 
and if we were selling on a very thin margin 


of profit there, which was evidently contem- 
plated in the contract, this eventuality was con- 
templated in the contract so that when our 
costs went up this thin margin was preserved 
to a degree. 

2 Had the parties so intended the provision 
could have been drafted simply and directly. 
In a recent case before the Commission (Re 
Pacific Gas & E. Co. Decision No. 42234, Ap- 
plication No. 27459) a utility was permitted 
to modify a special contract containing an 
escalator clause. The modification conformed 
to an oral understanding between the utility 
and the consumer-lumber company that: “In 
the event, during the term of said agreement, 
application of rates and conditions of an ap- 
plicable filed electric tariff of Pacific to the 
account of lumber company would result in 
lower cost for electric service than the rates 
set out in said agreement, lumber company 
would be accorded the benefit thereof.” Both 
parties in that case agreed that this sentence 
embodied the understanding of the parties. In 
the present case there was no testimony by 
cement company officials concerning the orig- 
inal negotiations; petitioners have sought 
merely to make Paragraph 14 applicable. 

For another example of a contract contain- 
ing a fuel oil escalator clause subject to 
stated maximum and minimum rates, see Ver- 
non v. Southern California Gas Co. (1929) 34 
CRC 46, PUR1930C 385. 
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cal Company provided the same rates 
as those set forth in the filed schedule 
No. PW, discussed above. It can- 
not be said that lower rates were 
“placed in effect” by these three con- 
tracts, since they merely continued 
rate schedules available to and refused 
by petitioners at the time their contract 
was signed. The conclusion that Para- 
graph 14 did not refer to the PW 
schedules in effect when the contract 
was signed applies with equal force 
to contracts that provided rates 
equivalent to the tariff rates. 

Finally, petitioners complain that 
the contract between the utility and 
the United States Navy for service to 
the Naval Ordinance Station at 
Inyokern “placed in effect” lower 
rates. The Commission apparently 
agrees: “that contract contained rates 
which were identical with those in Op- 
tion B of rate Schedule No. PW. 


Since the Navy received service at 
33,000 volts, a discount of 5 per cent 
was incorporated in the contract. The 
inclusion of this high voltage discount, 
coupled with the provisions of Sched- 


ule No. PW, in the commission’s 
opinion constituted placing in effect a 
lower and more advantageous rate 
than Schedule No. PW.” The Com- 
mission concluded, however, that even 
“if the Cement Companies had facili- 
ties available to take delivery at this 
voltage, and could have qualified for 
the high voltage discount, it is not ap- 
parent that the rates of the special con- 
tract with the Navy Department 
would have produced a lower bill 
throughout the period of the contracts 
than was actually billed to the Cement 
Companies.” The failure to grant 
reparations despite the finding that the 
rate to the Navy was lower than the 
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contract rate to Riverside and South- 
western indicates that the Cement 
Companies failed to sustain their bur- 
den under § 71 of proving to the Com- 
mission that they were injured because 
the utility “deprived them of any rate 
to which they were entitled.” 
(Batchelder-Wilson Co. v Southern 
California Gas Co. [1930] 35 CRC 
132, 134, PUR1931B 408; Vernon v. 
Southern California Gas Co. [1929] 
34 CRC 46, 48, PUR1930C 385). 


We are referred to Rule and Regu- 
lation No. 19, the “policy” of which 
was allegedly violated by the utility in 
this case. The applicable portions of 
the rule provided: “‘(b) Where there 
are two or more rate schedules ap- 
plicable to any class of service, the com- 
pany or its authorized employees will 
call applicant’s attention, at the time 
application is made, to the several 
schedules, and the customer must des- 
ignate which rate or schedule he de- 
sires. (c) In the event of the adoption 
by the company of new or optional 
schedules or rates, the company will 
take such measures as may be prac- 
ticable to advise those of its customers 
who may be affected that such new or 
optional rates are effective.” It is con- 
ceded that Rule 19 applies only to con- 
sumers given service under tariff 
schedules and not to consumers with 
special contracts. This fact alone dis- 
tinguishes the cases relied upon by pe- 
titioners, since all the consumers 
granted reparations in those cases were 
operating under rate tariffs. (Batch- 
elder-Wilson Co. v. Southern Cali- 
fornia Gas Co. supra; Vernon v. 
Southern California Gas Co. supra.) 
Furthermore, Rule 19 applies by its 
terms only where two or more rate 
schedules are available at the time ap- 
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plication for service is made, or “in the 
event of the adoption by the [util- 
ity] of new or optional schedules or 
rates.” In the latter case, the utility is 
bound only to take such measures to 
advise consumers “as may be prac- 
ticable.” 

Even if it is assumed that Para- 
graph 14 gives the consumer the pro- 
tection of Rule 19, it does not follow 
that the utility undertook “to perform 
the office of supplying the information 
and opportunity of selection [of more 
advantageous rates] when occasion de- 
manded.” Under the Commission’s 
view, this would be a promise to per- 
form the impossible. “Since any such 
determination depends upon the future 
operations of this customer, the final 
decision with respect to whether or not 
any other rates are lower or more ad- 
vantageous is the ultimate respon- 
sibility of the customer. Neither the 


utility nor this Commission can an- 
ticipate future customer usage which 
is entirely within the discretion of the 


customer as to its future volume.’”® 


Rule 19 requires notification, as 
may be practicable, about newly pro- 
mulgated tariff schedules or novel 
special contracts. Neither the letter 
nor the spirit of Rule 19 requires 
utilities to prognosticate the future 
nature and extent of the consumer’s 
use of power and then advise the con- 
sumer if there is a possible advantage 
under preéxisting tariff rates. It is 
sensible to require notice to consumers 
of newly adopted schedules or con- 
tracts, because the consumer probably 
would not have knowledge of them. 
It is a different matter when the util- 
ity is placed under a duty to give notice 
of tariffs that had been in effect at 
least five years and from which the 
consumer had specifically asked to be 
excepted. 

Since the rise in power prices under 
the “escalator” clause did not “place 
in effect” lower rates within the mean- 
ing of Paragraph 14, and since Rule 
19 does not apply to this case, the 
order should be affirmed. 


Edmonds, J., concurs. 





8 The rate schedule of the contract indicates 
that the monthly charge for electricity fluctu- 
ates with the intensity and volume of customer 
usage. Paragraph 10 provides: 

“Energy Charge—First 200 kilowatt hours 
per month per horsepower of maximum de- 
mand, 1.04 cents per kw. hr. 

All over 200 kilowatt hours per month per 
horsepower of maximum demand, .416 cents 
per kw. hr. 

“Minimum Charge—$1.00 per month per 
horsepower of Maximum Demand, but not less 
than $4,000.00 per month. 

“Special Conditions—(a) The maximum de- 
mand in any month shall be the average horse- 
power imput (746 watts equivalent), indicated 
or recorded by instruments to be furnished and 
installed by the company upon consumer’s 
premises adjacent to or integral with watt- 


hour meter or meters, in the 15-minute interval 
in which the consumption of energy is greater 
than in any other 15-minute interval in such 
month, or, at the option of the company the 
maximum demand may be determined by test. 

(b) The maximum demand for monthly bill- 
ing purposes for any given month shall be the 
horsepower of measured maximum demand oc- 
curring during such month but in no case less 
than 75 per cent of the maximum demand oc- 
curring during the eleven next preceding 
months. 

(c) In case notice of contemplated curtail- 
ment of operations on the part of consumer is 
given to the company and such curtailed opera- 
tions occur over a period of at least six con- 
secutive calendar months, the provisions of 
paragraph (b) hereinbefore shall not apply. 
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UNITED STATES COURT OF APPEALS, DISTRICT OF 
COLUMBIA CIRCUIT 


United Gas Pipe Line Company 
Federal Sines Commission 


No. 10125 


Michigan Consolidated Gas Company 
Federal Power Commission 
No. 10126 


— US App DC —, 181 F2d 796 
April 5, 1950 


Sones by gas pipe-line company for review of rule estab- 


lished by Order No. 144 of the Federal Power Commission, 
relating to contract rates; dismissed. 


Appeal and review, § 8 — Orders reviewable — Federal Power Commissian orders 
— Natural Gas Act. 

1. Not all orders of the Federal Power Commission are reviewable by the 

court under § 19(b) of the Natural Gas Act, 15 USCA § 717r(b), p. 51. 


Appeal and review, § 28.1 — Conclusiveness of findings — Federal Power Commis- 
sion order. 
2. The findings of the Federal Power Commission as to the facts in a 
proceeding coming before it for its consideration, if supported by substantial 
evidence, are conclusive on a reviewing court, p. 51. 


Appeal and review, § 8 — Right to judicial review — Federal Power Commission 
order. 
3. The United States court of appeals has no authority to review directly 
the action of the Federal Power Commission unless a decision of the Com- 
mission based on evidence presented in a quasi judicial proceeding before 
it is filed with the court, p. 51. 


Appeal and review, § 78 — Requirement of record on appeal. 
4. The effect of a Federal Power Commission order on contracts of a 
natural gas company cannot be determined by a court on review of the 
Commission order unless such contracts, together with testimony, affidavits, 
etc., are before the court as part of the record on appeal, p. 51. 
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Appeal and review, § 78 — Requirement of record on appeal — Natural Gas Act. 
Statement that § 19(b) of the Natural Gas Act, 15 USCA § 717r(b), evi- 
dences congressional recognition that an appellate court has no intelligible 
basis for decision unless a subordinate tribunal has made a record fully 
encompassing the issues, since the court cannot make an important decision 
concerning the scope of the Commission’s authority merely on the basis 
of allegations contained in a petition for review, p. 51. 


APPEARANCES: C. Huffman Lew- 
is, Shreveport, La., with whom W. 
Scott Wilkinson, Shreveport, La., 
was on the brief, for petitioner United 
Gas Pipe Line Company; Charles V. 
Shannon, Washington, D. C., with 
whom Donald R. Richberg and Stan- 
ley M. Morley, Washington, D. C., 
were on the brief, for petitioner Mich- 
igan Consolidated Gas Company; 
William S. Tarver, Assistant General 
Counsel, Federal Power Commission, 
Washington, D. C., with whom W. 
Bradford Ross, General Counsel, 
Louis W. McKernan and Bernard A. 
Foster, Jr., Counsel, all of the Federal 
Power Commission, Washington, 
D. C., were on the brief, for re- 
spondent ; W. Russell Gorman, Wash- 
ington, D. C., also entered an appear- 
ance for respondent. 

Before Prettyman, 


Bazelon, CJJ. 


BAZELON, C]J.: 

Petitioners seek direct review in 
this court of a rule issued by the Fed- 
eral Power Commission pursuant to 
§§ 4(c) and 16 of the Natural Gas 
Act, 15 USCA §§ 717c (c), 7170. 
Section 4(c) authorizes the Commis- 
sion to prescribe rules and regulations 
for filing “. in such form as 
the Commission may designate, . 


Proctor, and 


schedules showing all rates and 
charges for any transportation or sale 
subject to the jurisdiction of the Com- 
mission, and the classifications, prac- 
tices, and regulations affecting such 
rates and charges, together with all 
contracts which in any manner affect 
or relate to such rates, charges, classi- 
fications, and services.” 15 USCA 
§ 717c (c). 

Section 16 gives the Commission, 
inter alia, the general authority to 
issue “. such orders, rules, and 
regulations as it may find necessary 
or appropriate to carry out the provi- 
sions of this act.” 15 USCA § 7170. 

Since both petitions involve closely 
related problems of fact and law, it 
was agreed by counsel that they might 
be argued and decided together. We 
will first discuss the contentions of 
petitioner, United Gas Pipe Line 
Company. 

The regulation issued by the Com- 
mission, Order No. 144, requires the 
United Gas Pipe Line Company and 
all other companies similarly situated 
to file their rates in tariff-schedule 
form instead of as percentage con- 
tracts or as amendments to existing 
contracts, as has heretofore been 
done. Since the Commission con- 
sidered Order No. 144 a valid exer- 





1 The relevant portions of Order No. 144, 
now § 154 of the Commission’s regulations, 
follow : 

“$ 154.38 Composition of Rate Schedule. 


[4] 49 


“(d) Statement of Rate—Except as per- 
mitted in §§ 154.52 and 154.82, all rates shall 
be clearly stated in cents or in dollars and 
cents per unit. Only the rates and charges to 
be used in current billing shall be included in 
the rate schedules. 
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cise of its rule-making power and 
hence legislative in nature, it did not 
hold a quasi judicial hearing. It did, 
however, satisfy the requirements for 
rule-making established by § 4 of the 
Administrative Procedure Act, 5 
USCA § 1004. Thus, the pro- 
posed regulations were published in 
the Federal Register before they were 
promulgated, interested persons were 
given an opportunity to submit writ- 
ten comments, a public hearing was 
held, and oral argument heard, but 
no evidence was taken. 

As petitioner views the case, al- 
though the regulations are procedural 
in form and superficially prospective 
in nature, they will in reality work a 
change in rates, cause certain provi- 


sions to be eliminated from its con- 
tracts, and will be retroactive in 
effect.* Thus, the argument proceeds, 
a quasi judicial hearing has been de- 
nied where it should have been grant- 
ed for, under § 5(a) of the Natural 
Gas Act, 15 USCA § 717d(a), rates 
may be changed by the Commission 
only after a hearing is held and they 
have been found to be unjust and un- 
reasonable. Since Commission accept- 
ance of this view would have resulted 
in an order reviewable under § 19(b), 
15 USCA § 717r(b), it is contended 
that, even absent such acceptance, re- 
view may be obtained here under that 
section. Petitioner also appears to 


make an alternative argument—that 
since Order No. 144 operates upon 





“A rate having more than one part shall 
have each part set out separately under ap- 
propriate headings such as: Demand Charge, 
Commodity Charge, etc. The Minimum Bill 
and other provisions affecting charges shall 
not be included in this paragraph, but shall be 
included in subsequent paragraphs. 

“No rule, regulation, exception or condi- 
tion such as tax, commodity price index, 
wholesale price index, purchased gas cost 
adjustment clauses or other similar price ad- 
justments or periodic changes shall be in- 
cluded in the rate schedule or any other part 
of the Tariff which in any way purports to 
effect a modification or change of any rate or 
charge specified in the rate schedule, or the 
substitution therefor of any other rate or 
charge: Provided, however, a natural-gas 
company may state in the service agreement 
or in rate schedules filed pursuant to § 154.52 
that it is or will be its privilege, under certain 
specified conditions, to propose to the Com- 
mission a modification, change or substitution 
of the then effective rate or charge: Pro- 
vided further, that no such clause may effectu- 
ate a change in an effective rate or charge 
except in the manner provided in § 4 of the 
Natural Gas Act, as amended, and these regu- 
lations.” 

2With regard to existing contracts, the 
regulations read: 

“$ 154.82. Requirement for Restatement.— 
All effective schedules of rates, charges, classi- 
fications, practices, regulations, and contracts 
not prepared in accordance with §§ 154.31 
through 154.41 shall be restated and filed as 
parts of a Tariff in accordance with said sec- 
tions on or before the dates specified in § 154.83 
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and duly posted at the time of filing: Provided, 
however, that price provisions which cannot 
be restated in cents or in dollars and cents per 
unit, as required by § 154.38(d), without ef- 
fecting a change in rates or charges may be 
retained in effect without change. Provided, 
further, that when necessary, pending comple- 
tion of restatement within the time provided 
for by § 154.83, schedules may be filed in ac- 
cordance with Part 154 as in effect prior to 
December 1, 1948. 

“§ 154.85. Status of Contracts Filed as 
Rate Schedules and Restated—Each contract, 
which is now filed as an effective rate sched- 
ule, may be continued in effect and shall be 
considered as an executed service agreement 
to the extent that the provisions thereof are 
not superseded by or in conflict with other 
applicable provisions of the Rate Schedules 
and General Terms and Conditions of the 
Tariff, until such contract expires by its pres- 
ently provided terms or is replaced by an exe- 
cuted service agreement in a form contained 
in the Tariff: Provided, however, that the 
natural-gas company, concurrent with the fil- 
ing of the Tariff, shall submit, for insertion 
in front of each such contract, a statement 
identifying the provisions thereof which are 
not superseded by or in conflict with other 
applicable provisions of the Rate Schedules 
and General Terms and Conditions of the 
Tariff and which are to remain in effect. 

“Provided further, however, that agreements 
intended to effect a change or amendment in 
such contract may be made only by the exe- 
cution of a form of service agreement con- 
tained in the Tariff.” (Emphasis supplied.) 


4 
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it particularly and causes it irrepara- 
ble injury, review may be obtained in 
this court under the authority of Co- 
lumbia Broadcasting System v. 
United States (1942) 316 US 407, 
86 L ed 1563, 44 PUR NS 411, 62 
S Ct 1194. 

[1-3] Petitioner has mistaken its 
remedy. Although the distinction be- 
tween rule and order is not always 
clearly definable, our authority to re- 
view orders of the Federal Power 
Commission under the Natural Gas 
Act does not suffer the same weak- 
ness. Not all orders were made re- 
viewable under § 19(b). As in the 
analogous provision of the Federal 
Power Act, Congress set out “a dis- 
tinctive formulation of the conditions 
under which resort to the courts may 
be made.’’® On its face, the act contem- 
plates review of a decision based on 
evidence presented in a quasi judicial 


proceeding before the Commission.‘ 
It specifies that the Commission shall 


file with the proper circuit court of 
appeals ‘‘a transcript of the record 
upon which the order complained of 
was entered .” “The finding 
of the Commission as to the facts, if 
supported by substantial evidence, 
shall be conclusive,” etc. Unless the 
case comes to us after such a proceed- 
ing, we are given no authority to 
directly review the Commission’s 
action. 

[4] Review provisions such as 19 
(b) evidence congressional recogni- 
tion that an appellate court has no 
intelligible basis for decision unless a 
subordinated tribunal has made a rec- 
ord fully encompassing the issues. 
The wisdom of thus circumscribing 
the authority to review is readily ap- 
parent in this particular case. For 
we are asked to pierce form and find 
substance, to make an important deci- 
sion concerning the scope of the Com- 
mission’s regulatory authority, mere- 
ly on the basis of allegations in a 





3Federal Power Commission v. Pacific 
Power & Light Co. (1939) 307 US 156, 159, 
— ed 1180, 28 PUR NS 93, 59 S Ct 766, 
767. 

*Section 19(b), 15 USCA § 717r (b), 
reads: “Any party to a proceeding under this 
act aggrieved by an order issued by the Com- 
mission in such proceeding may obtain a re- 
view of such order in the circuit court of 
appeals of the United States for any circuit 
wherein the natural-gas company to which the 
order relates is located or has its principal 
place of business, or in the United States 
court of appeals for the District of Columbia, 
by filing in such court, within sixty days after 
the order of the Commission upon the appli- 
cation for rehearing, a written petition praying 
that the order of the Commission be modified 
or set aside in whole or in part. A copy of 
such petition shall forthwith be served upon 
any member of the Commission and thereupon 
the Commission shall certify and file with the 
court a transcript of the record upon which 
the order complained of was entered. Upon 
the filing of such transcript such court shall 
have exclusive jurisdiction to affirm, modify, 
or set aside such order in whole or in part. 
No objection to the order of the Commission 
shall be considered by the court unless such 
objection shall have been urged before the 


Commission in the application for rehearing 
unless there is reasonable ground for failure 
so to do. The finding of the Commission as 
to the facts, if supported by substantial evi- 
dence, shall be conclusive. If any party shall 
apply to the court for leave to adduce addi- 
tional evidence, and shall show to the satis- 
faction of the court that such additional evi- 
dence is material and that there were reasona- 
ble grounds for failure to adduce such evidence 
in the proceedings before the Commission, the 
court may order such additional evidence to 
be taken before the Commission and to be ad- 
duced upon the hearing in such manner and 
upon such terms and conditions as to the court 
may seem proper. The Commission may mod- 
ify its findings as to the facts by reason of 
the additional evidence so taken, and it shall 
file with the court such modified or new find- 
ings, which if supported by substantial evi- 
dence, shall be conclusive, and its recommen- 
dation, if any, for the modification or setting 
aside of the original order. The judgment and 
decree of the court, affirming, modifying, or 
setting aside, in whole or in part, any such 
order of the Commission, shall be final, sub- 
ject to review by the Supreme Court of the 
United States upon certiorari or certification 
as provided in § 1254 of Title 28.” 
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petition for review. The central ques- 
tion here is the effect of Order No. 
144 on certain contracts of petitioner. 
Yet we do not even have such con- 
tracts before us as part of the record. 
Nor do we have the aid of testimony, 
affidavits, etc. It is clear to us that 
decisions of this kind cannot be made 
in vacuo; and that Congress realized 
it when it made our review depend- 
ent upon the sort of conditions con- 
tained in § 19(b). 

This is not a case where the Com- 
mission has asserted authority under 
one of the many sections of the act 
which specifically require a hearing. 
If a hearing had been denied under 
such circumstances, we would have 
no difficulty in ordering one to be held. 
Nor would we hesitate to ignore labels 
and take jurisdiction if this were a 
case where it was clear that the admin- 
istrative order (denying treatment of 
certain documents as_ confidential) 
operated “particularly rather than 
generally [and was] a judg- 
ment entered on a state of facts and 
affecting only one person.’””® 

The present case is quite different. 
We have before us a rule directed to 
all companies similarly situated, and 


we have the Commission’s binding 
assurance that the regulations will 
operate only prospectively. Under 
such circumstances, there is at the 
very least a strong presumption that 
the Commission has merely promul- 
gated regulations of general applica- 
bility and not orders reviewable under 
§ 19(b). 

We do not hold, however, that peti- 
tioner is left entirely without a remedy 
if, as it alleges, the regulations are 
merely a veiled way of striking at it 
without granting a hearing. Several 
remedies remain available. First, the 
regulations themselves make provision 
for an application for exception.” If 
this furnishes only a partial remedy, 
or no remedy at all, as petitioner as- 
serts, then the proper forum is the dis- 
trict court. The very case upon which 
petitioner relies most strongly, Colum- 
bia Broadcasting System v. United 
States (1942) 316 US 407, 86 L ed 
1563, 44 PUR NS 411, 62 S Ct 1194, 
points to that court. There, as here, 
it was alleged that a rule issued by the 
Federal Communications Commission 
caused such irreparable injury and 
operated so particularly that it was, 
in effect, an order reviewable under 





5 American Sumatra Tobacco Corp. v. Se- 
curities and Exchange Commission (1937) 68 
App DC 77, 80, 93 F2d 236, 239. See Mallory 
Coal Co. v. National Bituminous Coal Com- 
mission (1938) 69 App DC 166, 172, 173, 99 
F2d 399, 405, 406. 

€6In response to petitioners’ argument that 
such regulations will not be merely prospec- 
tive, the Commission reaffirmed its position, 
which was made a part of the stay order in 
the present case (issued February 28, 1949), 
that it “interprets Order No. 144 as not au- 
thorizing the making of any change in an 
effective rate, charge, or contract provision, 
without compliance with the Natural Gas Act, 
as amended.” 

7“Section 154.52. Exception to Form and 
Composition of Tariff—Upon application and 
for good cause shown, the Commission may 
permit special rate schedules to be filed in the 
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form of an agreement in the case of special 
operating arrangements such as for exchange 
or transportation of natural gas; or for the 
sale of gas at charges computed on a cost- 
formula basis, which charges need not be 
stated in cents or in dollars and cents per 
unit. Such rate schedules shall conform to the 
Form, Type and Size specified in § 154.32 
and shall contain on each sheet the marginal 
notations specified in § 154.33. In addition 
each such rate schedule shall contain a title 
page which shall show its designation, the 
parties to the agreement, the date of agree- 
ment and a brief generalized description of 
services to be rendered. Such rate schedules 
shall not contain any supplements. Any modi- 
fications shall be by revised or insert sheets.” 


With regard to exceptions in connection with 
existing contracts, see note 2, supra. 
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§ 402(a) of the Federal Communi- 
cations Act, 47 USCA § 402(a). 
The Supreme Court held that § 402 
(a) conferred upon a statutory 3- 
judge court the sort of equity juris- 
diction long established for the Inter- 
state Commerce Commission under 
the Urgent Deficiencies Act. The 
proceeding, however, was in a court 
of original jurisdiction exercising cer- 
tain enumerated equity powers. 
Where no provision has been made 
for a 3-judge court, there is abundant 
authority that a similar suit, to enjoin 
the action of an administrative agen- 
cy acting illegally and threatening 
irreparable injury, will lie in the dis- 
trict court. Section 10(b) of the 
Administrative Procedure Act, 5 
USCA § 1009(b), has not changed 
preéxisting law in this regard. It 
merely makes injunctions and certain 
extraordinary legal remedies avail- 
able in a proper action instituted in a 
court of original jurisdiction.® 

Even if petitioner is unable to prove 
the irreparable injury necessary in a 
suit for injunction, he may raise the 
invalidity of the Commission’s action 
as a defense to an enforcement pro- 
ceeding instituted against him for vio- 


lation of the rule in question. Of 
course, it is possible that the unsuc- 
cessful defense of the enforcement 
proceeding might leave a petitioner 
open to penalties of fine or imprison- 
ment, if it is determined that he had 
not acted in good faith.” But that 
would merely go to the question of 
irreparable injury which, as we have 
indicated, would be a factor in deter- 
mining the availability of an injunc- 
tion. 

These same considerations apply to 
the second petitioner, Michigan Con- 
solidated Gas Company, which pur- 
chases gas from a pipeline company 
under the contracts here involved. It 
contends, inter alia, that these rules 
authorize companies selling to peti- 
tioner to restate and hence change 
their contracts with it without its con- 
sent, that such authorization is un- 
lawful and affects it adversely, and 
hence that it is an “aggrieved” party 
within the meaning of § 19(b). 
Since we hold that we have no juris- 
diction to review the regulations in 
question at this time, we need not con- 
sider whether the Michigan Company 
is an “aggrieved” party. 

Dismissed. 





8Utah Fuel Co. v. National Bituminous 
Coal Commission (1939) 306 US 56, 59, 60, 
83 L ed 483, 59 S Ct 409; Shields v. Utah 
Idaho C. R. Co. (1938) 305 US 177, 182, 184, 
83 L ed 111, 59 S Ct 160; Philadelphia Co. 
v. Stimson (1912) 223 US 605, 619, 620, 56 
L ed 570, 32 S Ct 340; Carolina Aluminum 


Co. v. Federal Power Commission (1938) 25 
PUR NS 44, 97 F2d 435, 438. 
- See Dallas v. Rentzel (1949) 172 F2d 122, 


10 Federal Power Commission v. Metropoli- 
tan Edison Co. (1938) 304 US 375, 387, 82 
L ed 1408, 24 PUR NS 394, 58 S Ct 963. 
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CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Pacific Gas & Electric Company 


Decision No. 43889, Application No. 31016 
March 7, 1950 


PPLICATION for authority to issue common stock and for 
A exemption of its sale from competitive bidding require- 
ments; granted. 


Security issues, § 112 — Exemption from competitive bidding — Unsubscribed 


common stock. 


A gas and electric company was granted an exemption from the Commis- 
sion’s competitive bidding rule with respect to the sale of common stock, 
not only to stockholders pursuant to their preémptive rights, but also with 
respect to the subsequent sale of unsubscribed shares to underwriters, where, 
because of the size of the offering and the frequency with which offerings 
had been made to stockholders in the past, there might be insufficient stock- 
holder subscriptions, where the company had completed about two-thirds of 
its postwar construction program and needed funds for completion and could 
not afford to risk an unsuccessful offering of stock, and where the proposed 
issue required a strong nation-wide group of underwriters rather than smaller 
groups that might be formed if competitive bidding were ordered. 


> 


APPEARANCES: Robert H. Gerdes, 
R. W. DuVal, and Frederick T. Searls, 
for applicant ; Dion R. Holm, City At- 
torney, and Paul L. Beck, Chief Val- 
uation and Rate Engineer in the City 
Attorney’s Office, for the city of San 
Francisco, interested party. 


By the Commission: In this ap- 
plication, Pacific Gas and Electric 
Company requests an order of the 
Commission authorizing it to issue and 
sell not exceeding 1,656,156 shares of 
its common stock of the aggregate par 
value of $41,403,900. Subject to re- 
ceiving permission from the Commis- 
sion, it proposes first to offer said 
shares of stock, at such prices as here- 
after may be determined, to the holders 
of its presently outstanding shares of 
stock and thereafter to sell to under- 
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writers, at the same price, such of 
said 1,656,156 shares as have not been 
subscribed by such stockholders. It 
asks the Commission to exempt from 
the requirements of its competitive bid- 
ding rule the issue of such shares as 
may not have been subscribed by its 
stockholders. 

A public hearing on this matter was 
held on March 1, 1950. No protest 
was received at the hearing to the 
granting of the application. 


Applicant desires to use the pro- 
ceeds to be received from the issue of 
said shares of stock to reimburse its 
treasury in part on account of capital 
expenditures made on or prior to 
November 30, 1949, and/or to pay 
in part the cost of additions, exten- 
sions, betterments, or improvements 
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made or to be made subsequent to that 
date. It reports its unreimbursed 
capital expenditures as of November 
30, 1949, at $242,826,598.59, of which 
$39,525,000 subsequently has been 
permanently financed with the pro- 
ceeds from sale of $37,500,000 par 
value of preferred stock which was 
sold in February, 1950, leaving a bal- 
ance of expenditures of $203,301,598.- 
59 which has been provided primarily 
by earnings and for which the company 
has not been reimbursed through the 
issue of securities. 


In addition to the unreimbursed 
expenditures, applicant reports the un- 
expended balance of its general man- 
ager’s authorizations for capital ad- 
ditions and improvements to its prop- 
erties in progress of construction as 
of November 30, 1949, at $182,143,- 
854.02, segregated as follows: 


Electric $119,881,009.58 
Gas 61,274,485.95 


Steam Sales 
Other Physical Property 
Common Utility 


2,888.42 
622,277.46 


$182,143,854.02 


The record indicates that applicant, 
in financing its capital requirements, 
is of the opinion that is should under- 
take the sale of common stock at this 
time in order to improve its capital 
structure. In Exhibit 6 it reports its 
capital ratios as of December 31, 1949, 
and after giving effect to the preferred 
stock issued in February, 1950, and 
to the proposed issue of common stock, 
as follows: 


Dec. 31, 1949 


54.5% 
Preferred stock 20.6 
Common equity 


Pro Forma 
50.0% 
22.4 
27.6 

100.0% 


100.0% 
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With the resultant capital structure 
following the proposed issue of com- 
mon stock, it is believed by applicant 
that it should be in a position at a later 
date to accomplish additional debt 
financing under reasonable terms 
should that become necessary or de- 
sirable. 

The testimony in this matter indi- 
cates that tentatively applicant is con- 
sidering the offer of the 1,656,156 
shares of common stock to the holders 
of its presently outstanding shares of 
common stock of record at the close of 
business on March 14, 1950, at a price 
of $30 a share, being at the rate of one 
new share for each five presently out- 
standing, the subscription period for 
stockholders to extend from March 20, 
1950, to April 5, 1950. In order to in- 
sure the sale of the entire amount it 
proposes, subject to receiving author- 
ization from the Commission, to enter 
into an underwriting agreement for the 
sale to a syndicate to be headed by 
Blyth & Co., Inc., of the shares not 
subscribed or paid for by its stock- 
holders. 


The record shows that the proposed 
underwriting agreement contemplates 
that the underwriters will purchase 
said unsubscribed shares from ap- 
plicant at the same price at which such 
shares first are offered to stockholders, 
and in addition will pay to applicant 
an amount equivalent to 65 per cent of 
the excess over such price at which 
they may dispose of such shares. If 
any unsubscribed shares shall remain 
unsold by the underwriters at the close 
of business after the expiration of 
twenty full business days following the 
stockholders’ subscription period, such 
shares shall be deemed to have been 
sold at the average sales price of ap- 
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plicant’s common stock on the New 
York Stock Exchange on that day, or, 
if no shares are traded on that day, 
then at the closing bid price on such 
exchange. As compensation to the 
underwriters for their commitments 
and obligations, applicant will pay to 
them the sum of 50 cents a share for 
each of the 1,656,156 shares. 

Applicant has filed with the Se- 
curities and Exchange Commission a 
registration statement. It reports that 
it is unable to determine the exact 
price for the sale of its shares of stock 
to the underwriters or to the stock- 
holders until March 14, 1950, when it 
hopes the statement will become ef- 
fective, and accordingly it seeks at this 
time a preliminary order approving the 
issue of said shares, together with the 
exemption from competitive bidding 
to which reference has been made. In 
due course it will file a supplemental 
application showing the price at which 
it proposes to dispose of its stock and 
will request a final order in this pro- 
ceeding. 

The issue of the shares of stock to 
applicant’s stockholders pursuant to 
their preémptive rights is exempt from 
the requirements of the Commission’s 
competitive bidding rule. Applicant 
asks that an order exempting from such 
requirements the issue of the unsub- 
scribed shares be made at this time. 
In support of this request, applicant’s 
treasurer pointed out that due to the 
size of the offering and the frequency 
with which offerings have been made 
to stockholders there may, and in all 
probability will, be insufficient sub- 
scriptions by them. He testified that 
applicant has completed about two- 
thirds of its postwar construction pro- 
gram, that it is necessary for it to ob- 
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tain funds to complete the same, and 
that it cannot afford to risk an unsuc- 
cessful offering of stock, considering 
its needs for capital funds. He testi- 
fied further that the issue of the 
shares here contemplated requires a 
strong nation-wide group of under- 
writers rather than small groups that 
might be formed should competitive 
bidding be ordered, and that in his 
opinion sales effort and advance 
market preparation and organization 
are essential for the successful sale of 
stock. It should be noted also that the 
number of shares to be sold to under- 
writers is indefinite at this time due to 
the offer first to be made to the stock- 
holders. 

Under the conditions surrounding 
this particular proposed issue as set 
forth in the record in this proceeding, 
it appears that the Commission is war- 
ranted in exempting the issue of said 
shares of stock, as requested, from the 
requirements of its competitive bid- 
ding rule. 

Applicant’s presently outstanding 
shares of common stock are owned by 
85,608 stockholders. It is unable at 
this time to state how many of said 
stockholders will exercise the subscrip- 
tion rights to be granted to them. It 
believes, however, that they will be 
exercised by such a large number as 
will warrant it to ask relief from filing 
with the Commission a report required 
by the Commission’s General Order 
No. 24—-A, which, among other things, 
calls for the name of each purchaser of 
stock. Applicant will keep in its office, 
as a permanent record, a full and com- 
plete record with respect to the sub- 
scriptions for shares of its common 
stock and certificates to be issued. 
Following the closing date for the ex- 
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ercise by its stockholders of their rights 
to subscribe for additional shares of 
common stock, it proposes to make a 
detailed analysis of the entire transac- 
tion for the purpose of determining, 
among other things, the total number 
of common stockholders who exercised 


their subscription rights, as well as 
the number and percentages of such 
stockholders having various sizes of 
holdings who exercised their subscrip- 
tion rights. The Commission will, in 
lieu of a report under its General Order 
No. 24~-A, receive such report. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Gas & Electric Company 


D-1103 
March 6, 1950 


PPLICATION by gas and electric company for authority to 
L \ issue mortgage bonds, preferred stock, and common stock 
to finance construction program; granted. 


Security issues, § 99 — Financing of new construction — Objection to capital 
structure. 

A gas and electric company was authorized to issue mortgage bonds, pre- 
ferred stock, and common stock despite objections to its capital structure 
and despite the fact that the proposed financing plan would more nearly 
meet the approval and sanction of the Commission if it did not incorporate 
or contemplate the issuance or sale of preferred stock, where the financing 
plan involved an engineering and construction program designed to equip 
and enable the company to serve natural gas throughout an important part 
of its territory and to a great number of its customers. 


Security issues, § 99 — Capital structure. 
Statement that a capital structure of not more than 60 per cent fixed charge 
capital and 40 per cent equity capital approaches the capital structure which 
— Commission has in the past, and would in the future, approve, 
p. 58. 

Security issues, § 99 — Capital structure. 
Statement that any subsequent financing program should be designed toward 


a further broadening of the common stock base in a company’s capital 
structure rather than the creation of additional fixed charge capital, p. 59. 


> 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city 
of Lansing on the 6th day of March, 
A. D., 1950. 


57 


Securities 


The Michigan Gas and Electric 
Company, a Michigan corporation, on 
February 14, 1950, filed with this 
Commission an application praying 
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for authority to file an amendment to 
its Articles of Incorporation with the 
Michigan Corporation and Securities 
Commission and to issue and sell 
$500,000 of 23 per cent bonds, series 
C, due 1980, 2,500 shares of its $100 
par value preferred stock and 12,000 
shares of its $10 par value common 
stock. 

Said matter was brought on for 
hearing before the Commission on 
February 28, 1950, at the offices of 
the Commission in the city of Lan- 
sing, Michigan. During the hearing 
the company presented testimony rel- 
ative to its construction program for 
both electric and gas properties, the 
conversion of the so-called Holland 
and Niles districts to natural gas 
operation, property to be retired as a 
result of such conversion to natural 
gas, ratios of equity capital and cap- 
ital subject to fixed charges, estimated 
retention of earnings in the business, 
and estimated future capital ratios. 
It appears from the record in this pro- 
ceeding that the existing capital ratio 
of this utility is approximately 75 per 
cent fixed charge capital and 25 per 
cent equity capital. 

This Commission recognizes the 
inherent weakness of this capital 
structure and does not, as a matter 
of policy, approve of the same but 
realizes that it exists as a matter of 
historical development. A_ capital 
structure of not more than 60 per cent 
of fixed charge capital and 40 per cent 
of equity capital more nearly ap- 
proaches the capital structure, which 
this Commission has in the past, and 
would in the future, approve. 

Furthermore, the proposed financ- 
ing plan would more nearly meet the 
approval and sanction of this Com- 
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mission if it did not incorporate or 
contemplate the issuance or the sale 
of the preferred stock, and we are 
of the belief and opinion that all of 
the stock proposed to be issued should 
be common stock. However, in view 
of the fact that this financing plan in- 
volves an engineering and construc- 
tion program designed to equip and 
enable this utility to serve natural gas 
throughout an important part of its 
territory and to a great number of its 
customers, we believe that the public 
interest would be best served by per- 
mitting this financing program to be 
completed although it is not entirely 
in accordance with our announced pol- 
icy and attitude toward such matters. 

The Commission realizes that the 
existing capital structure creates what 
is recognized in financial parlance as 
“leverage” in favor of the equity cap- 
ital. Recognizing that the proposed 
sale price exceeds the book value of 
the equity capital, we feel it incumbent 
upon us at this time to state our posi- 
tion upon this phase of the problem 
to the effect that nothing contained in 
this order shall ever be construed or 
intended as any commitment upon 
this Commission or any future com- 
mission to authorize earnings which 
would be designed to maintain any 
price or value of the equity capital. 
On the contrary, any subsequent con- 
sideration of rates or earnings shall 
be made wholly without regard to any 
value or sale price of the equity cap- 
ital attained as a result of the approval 
of this financing plan and that this 
Commission reserves the right, in any 
future proceedings of this company 
had before the Commission, to predi- 
cate its findings upon what it consid- 
ers an an optimum financial structure. 








Although it is not essentially a part 


of these proceedings, we do feel it 
appropriate to tender herewith an 
admonition to this utility that any 
subsequent financing program should 


be designed toward a further broad- 


ening of the common stock base in its 
capital structure rather than the cre- 
ation of any additional fixed charge 


capital. 

From the petition filed February 14, 
1950, and supplemented on February 
24, 1950, the records and files of this 
Commission and the testimony taken 
in this matter, the Commission finds: 

1. That Michigan Gas and Elec- 
tric Company is a Michigan corpora- 
tion, and operates as a gas and electric 
utility in the state of Michigan. 

2. That Michigan Gas and Electric 
Company proposes to amend its Arti- 
cles of Incorporation to provide for a 
series of preferred stock to be desig- 
nated as 4.9 per cent preferred stock. 

3. That the total number of shares 
of all classes of stock which the cor- 
poration shall have authority to issue 
is 270,012 shares, divided into 20,612 
shares of the par value of $100 each 
of preferred stock and 249,400 shares 
of the par value of $10 each of com- 
mon stock. 

4. That the company presently has 
outstanding : 

a. $3,500,000 principal amount of 
first mortgage bonds, series A, 2} 
per cent, due June 1, 1976, 

b. $300,000 principal amount of 
first mortgage bonds, series B, 33 per 
cent, due January 1, 1979, 

c. $200,000 principal amount of 
unsecured serial notes, 2 per cent, 
payable in semiannual instalments— 
$20,000 on January 27th and July 
27th of each year to and including 
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July 27, 1953, and $40,000 on Jan- 
uary 27, 1954, 

d. 14,000 shares of preferred stock, 
4.4 per cent series, each with the par 
value of $100, 

e. 120,000 shares of common 
stock, each with the par value of $10. 

5. That the company proposes to 
issue and sell $500,000 principal 
amount of first mortgage bonds, 2} 
per cent, series C, due 1980, under the 
terms and provisions of the Mortgage 
and Deed of Trust dated June 1, 1946, 
as modified by supplemental inden- 
ture dated January 1, 1949, and a new 
supplemental indenture thereto to be 
dated March 1, 1950—said bonds to 
be offered for sale privately, condi- 
tioned upon the prior sale by appli- 
cant of the 12,000 shares of common 
stock hereinafter referred to. 

6. That the company proposes to 
issue and sell privately 2,500 shares 
of 4.9 per cent preferred stock, each 
with the par value of $100, to be sold 
at par plus dividends accrued from 
February 1, 1950, conditioned upon 
the prior sale by applicant of the 12,- 
000 shares of ¢ommon stock, herein- 
after referred to, and that said 4.9 
per cent preferred stock will be re- 
deemable in whole or in part at the 
option of the applicant upon payment 
of accrued dividends and redemption 
prices as set forth in the amendment, 
attached to and made a part of com- 
pany’s application. 

7. That broker’s compensation for 
effecting the sale of said bonds, series 
C, and said 2,500 shares of 4.9 per 
cent preferred stock will not exceed 
$10,000. 

8. That the company proposes to 
issue and sell 12,000 shares of its com- 
mon stock of the par value of $10 per 
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share, in the ratio of one new share for 
each 10 shares issued and outstand- 
ing—such shares to be offered for sale 
to the holders of the outstanding 
common stock in satisfaction of their 
preémptive rights, and all unsub- 
scribed shares may be sold to pur- 
chasers or underwriters for distribu- 
tion. 

9. That the company proposes to 
use the proceeds from the sale of the 
additional bonds, preferred stock and 
common stock, to reimburse their 
treasury for capital expenditures to 
applicant’s property heretofore made 
and hereafter to be made. 

10. That the issuance of the pro- 
posed bonds, preferred stock and com- 
mon stock, and the execution and de- 
livery of the supplemental indenture 
to the mortgage and deed of trust, as 
prayed for by the petitioner, will be 
in the public interest and in accord- 
ance with the provisions of the laws 
of the state of Michigan governing 
the issuance of securities by public 
utilities, and are reasonably neces- 


sary in the operation and management 
of the petitioner’s business, and the 
application of the funds to provide 
for payment of indebtedness incurred 
for plant additions and extensions 
will be in the public interest, and that 
the funds derived from the issue of 
such securities are to be applied to 
lawful corporate purposes, and that 
the issue and amount is essential to 
the successful carrying out of such 
purposes. . 

11. That the evidence presented at 
the hearing of this proceeding rela- 
tive to accounting necessary in con- 
nection with change-over of the so- 
called Holland and Niles districts of 
the company from present operations 
to natural gas operations should be 
the subject of further order of this 
Commission. 

12. That the fee of $870 has been 
paid into the treasury of the state of 
Michigan, that being the statutory 
fee in accordance with the provisions 
of existing law of the state of Mich- 
igan. 





TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Western Union Telegraph Company 


Docket No. U-3041 
June 8, 1950 


P 


ETITION by telegraph company for approval of new tariff 
schedules; approval granted. 


Rates, § 531.1 — Telegraph company — Rate blocks or zones. 
A telegraph company was allowed to institute a new rate structure based on 
the division of the area of the United States into 50-mile square blocks, ar- 
ranged in brick fashion, for the purpose of delineating rate zones, with 
mileages determined on the basis of airline distance from rate square center 
to rate square center and with the same rate applying from any office in a 
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given rate square to all other offices in rate squares equidistant from the 


originating office square. 


APPEARANCES: Cecil Sims, Coun- 
sel, for Western Union Telegraph 
Company; G. Edward Friar, General 
Counsel, for the Railroad and Public 
Utilities Commission of the State of 
Tennessee. 


By the Commission: Under date 
of February 1, 1950, The Western 
Union Telegraph Company (herein- 
after referred to as the “company’’) 
addressed a letter to this Commission 
requesting permission to establish “a 
new and scientific message rate struc- 
ture” to apply uniformly to intrastate 
and interstate messages, together with 
proposed tariff rules and regulations 
which it requested be made effective 
March 5, 1950. 

After due consideration, the Com- 
mission issued an order dated March 
2, 1950, suspending the proposed 
rates, rules, and regulations until May 
1, 1950, and set the petition of the 
company for a public hearing to be 
held April 18, 1950. 

The petition was heard on the date 
scheduled and the Commission con- 
cludes from the record as follows: 

The evidence shows that many in- 
consistent and discriminatory features 
exist in the company’s present com- 
plex message rate structure applicable 
to the state of Tennessee. The pres- 
ent rate structure is made up of spe- 
cial local rates for intercity messages 
—that is, messages which originate 
and terminate in the same city; in 
some instances there are exceptional 
rates which apply to messages be- 
tween certain cities within the state— 
then there are so-called block or 
square rates which are used to de- 


termine the charges for a message 
from certain cities or towns in one 
square to certain cities and towns in 
a different square and the charges 
vary upon the number of intervening 
squares, and finally there is a max- 
imum rate for messages handled 
within the state. 

The evidence. shows that many of 
the rate squares, which normally were 
intended to be 50 miles square, have 
been distorted to follow railway lines, 
natural barriers such as mountains 
and rivers, or state boundaries, with 
the result that in many instances rates 
are higher for shorter distances than 
they are for longer distances, also 
there is a general lack of uniformity 
in the relationship between initial and 
additional word rates in the several 
message classifications. 

Witnesses for the company testified 
that for the past several years, coin- 
cident with the modernization of its 
telegraph facilities, it had been work- 
ing on a modern nondiscriminatory 
rate plan which would result in equal 
charge for equal distance and have 
application to all parts of the country 
for intrastate and interstate service 
alike. It is this modern rate struc- 
ture the company is seeking to place 
in effect for Tennessee intrastate 
service. 

This modern rate structure, which 
is designed to provide for equal 
charge for equal service, was filed by 
the company with the Federal Com- 
munications Commission and after 
full hearing and study there became 
effective for interstate nation-wide 
service December 15, 1949. This 
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same plan is in effect or has been 
approved by other state Commissions 
for intrastate service in forty-two 
states and the District of Columbia. 

The testimony shows the new rate 
structure is based on the division of 
the area of the United States into 50- 
mile square blocks, arranged in brick 
fashion, for the purpose of delineat- 
ing rate zones or areas. The mileages 
are determined on the basis of airline 
distance from rate square center to 
rate square center, the same rate ap- 
plies from any office in a given rate 
square to all other offices in rate 
squares equidistant from the originat- 
ing office square. 

Witnesses for the company pre- 
sented evidence relating to the oper- 
ations of the company as a whole for 
the year 1949 and operating revenues 
and expenses relating to its intrastate 
business in the state of Tennessee, for 
the year 1949. 

The income statement for the com- 
pany as a whole indicates the com- 
pany operated at a loss of $4,459,014 
in 1949 and that for its intrastate 
business in Tennessee its operating 
expenses were $150,124, in excess of 
its operating revenues. Had the pro- 
posed rates been in effect for the year 
1949, the deficit in intrastate oper- 
ations in this state would have been 
reduced to $84,124, a decrease 
of $66,000, which is the esti- 
mated annual revenue gain which 
will result from the proposed 
modern rate structure. 

In view of evidence which shows 
that a substantial deficit was expe- 
rienced by the company as a whole 
and that under the proposed rate 
structure there will be a continuing 
deficit for intrastate operations in this 
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‘state, it does not appear necessary for 


the Commission to determine a rate 
base or a reasonable rate of return 
in this proceeding. 

The Commission is mindful of the 
fact that the figures submitted in evi- 
dence by the company which purport 
to represent intrastate operating re- 
sults for the state of Tennessee, were 
derived from the use of various allo- 
cation formulas. While the separation 
methods used by the company to 
segregate its intrastate and interstate 
operating results in this state may not 
be entirely accurate, it appears evi- 
dent that possible inaccuracies would 
not materially affect the final figures 
alleged to represent intrastate oper- 
ating results in Tennessee and for 
the purpose of this proceeding, the 
Commission will assume them to be 
correct. 

The Commission has been partic- 
ularly concerned with the intentions 
and plans of the company with ref- 
erence to increased and expanded 
service to the people of Tennessee. It 
appears satisfactorily from the record 
that the company does have an or- 
ganized program of improvement and 
expansion, including the installation 
of new developments in equipment 
and the use of improved technics 
in the handling and transmittal of 
messages and that Tennessee will ben- 
efit from this program. 

No one appeared at the hearing to 
protest the granting of the petition of 
the company to place in effect its pro- 
posed modern rate structure and a 
review of the evidence leads to the 
conclusion that the rates sought to be 
applied to intrastate messages in Ten- 
nessee will eliminate present incon- 
sistent and discriminatory features in 
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the present rate schedules and it is the 
opinion of the Commission that the 
rates proposed by the company as filed 
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with their letter of February 1, 1950, 
should be authorized and made effec- 
tive. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Walter C. liams 


Application No. 10426-PP, Decision No. 34400 
March 17, 1950 


A PPLICATION for authority to operate as private motor car- 


rier; authority denied. 


Monopoly and competition, § 66 — Motor carrier competition — Absence of need 


for service. 


Authority to operate as a private motor carrier in an area served by a com- 
mon carrier should be denied where the private carrier is attempting to 
venture into the transportation field, not because there is a great need for his 
proposed service, but rather because he thinks it might be a profitable venture. 


APPEARANCES: Higby & Higby, 
Steamboat Springs, for applicant; 
E. H. Harris, for North Park Trans- 
portation Company; Don Lorenz, 
Steamboat Springs, for Valley Trans- 
fer. 


By the Commission: By the in- 
stant application, Walter C. liams, 
of Walden, Colorado, seeks au- 
thority to operate as a Class “B” 
private carrier by motor vehicle 
for hire for the transportation of 
farm products and livestock from 
and between points within a 25- 
mile radius of Walden to points with- 
in a 100-mile radius of Walden, with 
back haul of farm supplies and equip- 
ment from points within said 100-mile 
radius to the 25-mile radius. 

The instant application was filed 
November 13, 1949, set for hearing, 
and heard February 21, 1950, at the 


courthouse, Steamboat Springs, Colo- 
rado, after appropriate notice to all 
parties in interest, and was there taken 
under advisement. 

Applicant testified that he is owner 
and operator of the North Park Feed 
and Implement Company in Walden; 
that he has a “C”’ permit under which 
he now operates; that his net worth 
is $27,000, and that customers have 
asked him to haul hay, lumber, and 
some livestock from Walden to Fort 
Collins. He stipulated that he would 
remove livestock and lumber from his 
application and substitute in lieu there- 
of hay. He stated that about three 
months out of the year there is busi- 
ness and that several people asked him 
why he did not get a “B” permit so 
that he could engage in transportation 
activities, and that it was his opinion 
that more transportation was needed 
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in the North Park area. He also 
stated he was agreeable to have a non- 
transferable permit issued to him. 

John Lundy, of Walden, testified in 
behalf of applicant. He stated he had 
known him for three years; that he 
had planned to erect some buildings in 
the area, and that he could use this 
service for the purpose of hauling lum- 
ber. 

Fred A. Verands, who resides 15 
miles northwest of Walden, stated that 
he would have hauling for applicant. 
Under cross-examination he stated 
that the service in North Park has 
been very satisfactory. 

Protestants asked that their equip- 
ment lists be made a part of the record 
and did not offer any testimony in pro- 
test, although they did not remove 
their protests to the granting of this 
permit. 

We think it well to cite here Rule 
5 (a) of the Rules and Regulations 
Governing Private Carriers by Motor 
Vehicle for Hire: 

“No application for authority to 
operate as a private carrier by motor 
vehicle in intrastate commerce or for 
authority to extend or enlarge an ex- 
isting permit will be granted as a mat- 
ter of course, nor will any such 


application be granted if the Commis- 
sion shall be of the opinion after hear- 
ing, that the proposed operation will 
impair the efficient public service of 
any authorized motor vehicle common 
carrier or carriers then adequately 
serving the same territory over the 
same general highway route or 
routes.” 

We feel, after considering the evi- 
dence in this matter, that applicant is 
not attempting to venture into the 
transportation field because there is a 
great need for his proposed service, but 
rather he is attempting to get into the 
transportation field because he thinks 
it might be a profitable venture. The 
law does not permit us to grant au- 
thority under these circumstances, as 
the rule above quoted very well indi- 
cates. The only witnesses who testi- 
fied for him both stated that the North 
Park- Transportation Company is ren- 
dering good service. The applicant 
has a “C” permit with which he hauls 
farm machinery which he sells to deal- 
ers in Walden, and we do not believe 
that upon the record made before us 
there is sufficient testimony to justify 
the granting of this authority at the 
present time. 

The Commission finds that the in- 
stant application should be denied. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relatin 

to government owned ulil ities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Cleveland Electric to Build 
Plant at Cost of $100 Million 


C= Etectric ILLuMINATING CoM- 
PANY is planning to build a new power 
plant in Eastlake Village, 15 miles east of 
Cleveland, at an ultimate cost of $100,000,000. 

The new plant eventually will have a capac- 
ity of a million kilowatts, equal to the com- 
pany’s entire capacity now, Elmer L. Lindseth, 
president, said. 

The first part of the plant to be constructed 
is scheduled to go into operation early in 1953. 
This will cost $25,000,000 and will have a ca- 
pacity of 125,000 kilowatts. 

A new 75,000-kilowatt generator, being in- 
stalled at the Lake Shore plant in Cleveland, 
will go into service next February, and another 
75,000-kilowatt unit will be installed at Lake 
Shore next May. 


Hotpoint Sets Record in 
Sales and Production 


ALES results and production of Hotpoint, 

Inc., for the first six months of 1950 sur- 
passed all previous records for the company 
by approximately 25 per cent, James J. Nance, 
president, said recently. 

Operating seven plants in the Chicago area 
the company’s outputs have been at continuous 
peaks since production was resumed following 
the steel strike of last December. An eighth 
plant for the production of refrigerators is 
now under construction with work proceeding 
on schedule, ‘Mr. Nance said. Barring unfore- 
seen delays first production will come from this 
facility in mid-1951 


J. R. Casey Appointed Manager 
Of Gas Turbine Sales Division 


Rie: R. Casey has been appointed manager 
of the newly established gas turbine sales 
division of the General Electric apparatus de- 
partment’s turbine divisions, with headquarters 
in Schenectady, according to C. S. Coggeshall, 
manager of sales of the divisions. Mr. Casey 
has been a turbine specialist in the company’s 
Philadelphia office. 


Baldwin Locomotive Announces 
New Appointments 


R2. CREAN, vice president in charge of ap- 
¢paratus sales, The Baldwin Locomotive 
Works, Eddystone, Pennsylvania, has an- 
nounced the following appointments. 

Robert S. Oberlander as manager, diesel en- 


gine department, with responsibility for the 
sales of the entire Baldwin-De La Vergne line 
of stationary diesel engines and diesel-electric 
generating units. 

Andrew Liston as manager, hydraulic tur- 
bine and marine products department. His ac- 
tivities, in addition to the sales of turbines, 
ship propellers, and other marine products, 
will embrace the handling of all products of 
the Baldwin brass and iron foundries and the 
handling of negotiations with the U. S. Gov- 
ernment on products of a special nature. 


New Size Mighty Midget Puller 
For Line Maintenance Work 


A NEW, larger capacity Mighty (Midget Puller 
has been announced by the Cofhing Hoist 
Company of Danville, Illinois. The Mighty 
Midget, a hand-operated hoist or puller, weighs 
93 pounds, takes up less than a foot of space, 
yet handles a full 1,000-pound load on any 
lifting, stretching, or pulling job. 

This combination of easy portability and big 
pulling power makes it especially useful on 
open wire maintenance and construction work. 
By hanging it on his tool belt, a lineman easily 
carries it with him up the pole, He may also 
use it for inside panel board installations and 
underground work. 

A smaller model, weighing only 64 pounds, 
with 500-pound capacity, is also available. Both 
models are factory tested at 50 per cent over- 
load, Further information is available direct 
from the manufacturer. 


United Gas Pipe Lines Co. Plans 
To Build 1,130-Mile Line 


U2 Gas Pire Lines Company plans to 
build 1,130 miles of pipelines in Texas, 
Louisiana, and 2 een at a cost of more 
than $110,000, 

It has or the Federal Power Commis- 
sion to approve the construction of lines that 
would connect substantial gas reserves in a 
number of fields along the Texas and Louisiana 
Gulf coasts. United’s pipeline capacity initially 
would be increased by approximately 850 mil- 
lion cubic feet daily. 

The enlarged facilities would serve a triple 
purpose: Flexibility of the system would be 
increased, new gas reserves would be added, 
and a more balanced distribution of reserves 
now connected with the system would be ob- 
tained. The proposed lines would boost deliv- 
ery to meet increased needs of present cus- 
tomers as well as to serve new customers. 

United now serves more than 400 cities and 
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towns in Texas, Louisiana, Mississippi, south- 
ern Alabama, and northwestern Florida. De- 
liveries would be made to cities, towns and in- 
dustrial plants along the new lines, as well as 
to Texas Eastern Transmission Corporation 
and other pipeline firms. 


New Models Added to 
Thermobloc Line 


| egy wre has been made by Thermo- 
bloc division, Prat-Daniel Corporation, 
East Port Chester, Connecticut, of the addi- 
tion of two new, small capacity models to the 
Thermobloc line of self-contained, direct-fired 
industrial heaters. 

The new models, called aaerme c Type, 
are made in 100,000 and 200,000 BTU/hr out- 
put, for either gas or oil firing, na. thermo- 
static control and completely automatic opera- 
tion. They are fired either by atmospheric gas 
burners or pressure atomizing type oil burners. 

Descriptive literature may be obtained from 
the manufacturer. 


Blakeslee Named Director to 
Assn, of Food Equip. Mfrs. 


H G. BLAKESLEE, vice president and gen- 
¢ eral manager of Cory Corporation, Chi- 
cago, has been named as a member of the 
board of directors of the National Association 
of Food Equipment Manufacturers, according 


— 


to a recent announcement. In this appointment 
he replaces D. Lapham, who resigned a short 
time ago. 

As a member of the board, Mr. Blakeslee will 
be active in working with other directors of 
the association in coordinating the various ac- 
tivities of food equipment manufacturers and 
their marketing and merchandising policies. 


Worthington Completes New 
Vertical Turbine Pump Line 


COMPLETELY new line of vertical turbine 
pumps has been developed by Worthing- 
ton Pump and Machinery Corporation. Ca- 
pacities from 50 to 15,000 GPM are available. 
Descriptive bulletins with specifications are 
available upon request to vertical turbine pump 
division, Worthington Pump and Machinery 
Corporation, Harrison, New Jersey, or Den- 
ver, Colorado, 


Texas Illinois Natural Gas 
Awards Contracts 


Mv construction contracts have been 
awarded for the 1,33l-mile natural gas 
pipeline which Texas Illinois Natural Gas Pipe- 
line Company, of Chicago, is building from 
the lower Texas Gulf coast area to the Chi- 
cago metropolitan region. 

Joseph J. Hedrick, president of Texas IIli- 

(Continued on page 24) 











PUBLIC UTILITY 
PRINTING SPECIALISTS 


REGISTRATION 
STATEMENTS 


For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing 


services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, WJ: 
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HERES A BIG DIFFERENCE 





OMPARE the extra-value, 

FF : extra- service features 
——— —— you get only in GMC trucks 
K BUYER’S GUIDE and you'll understand why 
Ye TO 2 TONS they deliver more miles — 

How leading makes of trucks compare in twelve major features that with lowest maintenance 
insure greater dependability, longer life and lower maintenance. and repair costs. They’re 
FEATURES 3 mauce muce ruc mmucn real trucks — truck - built 
ss = from bumper to taillight. See 
VALVE-IN-HEAD ENGINE YES | YES | WO | NO | YES for yourself—get the story 
LIADS IN NET HORSEPOWER ves | ves | wo} wo | ves from your GMC truck dealer. 


GMC TRUCK & COACH DIVISION 
General Motors, Pontiac, Michigan 


7 ae 











LEADS IN SUSTAINED TORQUE YES NO NO | NO NO 





FULL- PRESSURE LUBRICATION 
of hauintentnes exbahien che ves | wo | NO | NO | YES 


pry oy A cca YES YES Some YES YES 








fesy-Turn Recirculating 
BALL-BEARING STEERING GEAR ves | YES NO | NO 


SEPARATELY MOUNTED FENDERS, GRILLE 
a phen ves | WO wo | NO 











roninelaaianae ves | ves wo | ves 
Sagemibenarten YES | NO wo | Ko GASOLINE & DIESEL TRUCKS 
nina ves | ves |.iomt] wo | wo caller a 
penn gee ves| wo | no} wo | no 20 TONS 

SAN AOD Boe GOMENNOS ves} wo | wo] wo | no 






































YOUR KEY TO GREATER HAULING PROFITS 
GENERAL 
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nois* Natural Gas Pipeline Company and Nat- 
ural Gas Pipeline Company of America, an- 
nounced that contracts have been completed 
with four major construction companies to 
build the system. 

These firms are the Midwestern Construc- 
tors, Inc., Tulsa, Oklahoma; H, C. Price Com- 
pany, Bartlesville, Oklahoma; the Bechtel Cor- 
poration, San Francisco; and the Fish Pipeline 
Construction Corporation, Houston, Texas. 

Midwestern Constructors, H. C, Price Com- 
pany, and the Bechtel Corporation will build 
the pipeline, most of which will be of 30-inch 
diameter steel pipe, while Fish Pipeline Con- 
struction Corporation will build the system’s 
compressor stations. 

The entire construction project is being di- 
rected by the management of Texas Illinois 
Natural Gas Pipeline Company, of which Mark 
V. Burlingame is vice president in charge of 
operations. 

The approximate cost of the transmission 


line will be $120,000,000. 


Photoelectric Smoke Indicator 
Offered by Combustion Control 


OMBUSTION CONTROL CORPORATION an- 
nounces the availability of a complete new 
series of smoke indicators. These are offered 
for the purpose of continuously indicating the 
density of smoke passing through the stack 
of a power plant and signalling when this 
smoke exceeds a predetermined value. It serves 
to assure power plant engineers that their 
smoke conditions are within the limits estab- 
lished by municipal ordinances and also pro- 
vides a simple and direct method of maintain- 
ing a continuous check on overall combustion 
efficiency. 
Complete details may be secured from the 
manufacturer, 77 Broadway, Cambridge 42, 
Massachusetts. 


Standard Transformer Appoints 
Sales Representatives 


HE STANDARD TRANSFORMER COMPANY, 
‘ Warren, Ohio, announces the appointment 
of the following representatives : 

John G. Gaines Company, 2201 Grand avenue, 
Kansas City 8, Missouri, for the states of 
Kansas and Western iMissouri; 

E. C. Fones, Jr., 3104 Raymond street, Ra- 
leigh, North Carolina, for the states of North 
and South Carolina. 

Both will handle a complete line of Standard 
transformers, oil, Askarel, or air cooled, for 
all applications. 


Commercial Electric Kitchen 


Equipment Fact Book Available 
U NIQUE among buyers’ guides is the “Fact 
Book of Commercial Electric Kitchen 
Equipment” now being distributed by electric 
utilities throughout the country to restaurant 
and food service operators. 
Designed to promote electric kitchen equip- 
ment to restaurateurs, this Fact Book contains 


over 200 electrically heated or operated kitchen 
appliances representing almost 100 manufac- 
turers. The equipment is classified in 20 sec- 
tions. 

In its seventh edition, the Fact Book is com- 
piled and edited by the editors of Food Service 
News and published by Electrical Informa- 
tion Publications, Inc., of Madison, Wisconsin. 


New Truck Hoist Combines 
Time and Money Saving Features 


HE Hortst-O-Matic Company of Kansas 

City, Missouri, has developed an electrically 
powered mast and boom cable lift for heavy 
work on any type of truck, including utility 
trucks. 

The Hoist-O-Matic is powered by a patented 
reversible motor which is fully enclosed in a 
housing beneath the truck bed. This motor 
operates on the regular battery, but draws a 
negligible amount of current during normal 
usage. 

Remote push-button control is an unusual 
safety feature of the new hoist. From a dis- 
tance of eight feet, the operator can control 
a load with his finger tip—braking to an im- 
mediate stop at any point. 


Orth Elected President of 
Water & Sewage Works Mfrs. 


Roe F. Ortu, manager of the Johns-Man- 
ville Transite asbestos-cement pipe depart- 
ment, was elected president of the Water & 
Sewage Works Manufacturers’ Association at 
a recent meeting of the Association. He takes 
office January 1, 1951. 

Other officers elected were: Vice President, 
E. M. Jones, vice president and general man- 
ager of Simplex Valve & Meter Company, 
Philadelphia; Treasurer, E. J. Buttenheim, 
president of American City Magazine, New 
York city; Acting Secretary-Manager, Miss 
Dorothy E. Dimmers, New York city. 


Conde Named Sales Promotion 
Manager of Brady-Milwaukee 


T= Brady-Milwaukee division of W. H. 
Brady Company, Chippewa Falls, Wiscon- 
sin, manufacturers of Quik-Label wire, pipe 
and conduit markers and die cut masks, an- 
nounces the appointment of John P. Conde as 
advertising and sales promotion manager, ac- 
cording to W. H. Brady, Jr., vice president. 
Mr. Conde will be located at Brady-Milwaukee 
Company’s office at 204 W. Washington street, 
Milwaukee 3, Wisconsin. 


New Fog Nozzle Introduced 


A= type of 3-way fog nozzle that will 
extinguish oil, electrical, paint, and many 
other types of fires with the least possible 
water has just been announced by Bete Fog 
Nozzle, Inc., Greenfield, Massachusetts. 
Known as the Bete G-5 fire nozzle, the new 
unit can be changed from full.fog to straight 
~ to complete shut-off by a turn of the 
e. 
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CLEVELAND TRENCHERS 


...workhorses of the utilities 


CLEVELANDS do more work—and 
do more profitable work—because 
of higher digging capacity, because 
of fast truck-speed moves from 


job to job, because each machine 
fits more different kinds of jobs, 
and because less time is lost for 
maintenance. CLEVELANDS are 
ideally fitted to utility work by such 


features as power-shift reversible 
arc conveyors that place the dirt 
accurately for easy backfill and a 
compact design that places the 
trench edge as close as 17” to a side 
wall. Put these hard-hitting profit- 
making “workhorses” to work for 
you. Call your local distributor for 
details or write direct. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE CLEVELAND 17, OHIO 





“operation” SM OE, AAO) 


The Foster Wheeler Outdoor Steam Generator illustrated here is designed 
to operate under severe climatic conditions at an elevation of 3100 feet. 
The plant is being engineered and constructed by Ebasco Services Incorpo- 
rated for the Montana Power Company at Billings, Montana and will sup- 
plement the company's present hydro system, providing additional capacity 
to take care of load growth. 


An enclosed firing aisle is provided and the space under the firing aisle and 
furnace floor is housed to afford storage and shop space. The drum ends 
are enclosed so as to house the water columns, gage glasses, safety valves, 
etc. Small piping for such items as instruments, controls, drains, is 
enclosed within ducts terminating in the drum end enclosures, with the 
ducts being heated during freezing weather. 


y FOSTER WHEELER CORPORATIC 
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FOSTER WHEELER 
Outdoor Unit for the 
MONTANA POWER COMPANY 


at Billings, Montana 





=m) 
ai 
—j 























Model of plant 











BN. ccc cavcdececces 675,000 Ib per hr 





Superheat Control Range. . . . 425,000 to 675,000 Ib per hr 

















Pressure Superheater Outlet. . 920 psi 


Final Steam Temperature... .905 F 
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NQOMBILL IS “IRREGULAR" 
f'TO AN IBM CALCULATOR 


£  \t computes them at 100 a minute... automatically 








The IBM Electronic Calculating Punch saves 

: , i . Faster Billing at Lower Cost 

you time and expense in handling irregular bills. Sir iene talemiin as 

It eliminates manual extensions and resulting Public Usility Accounting, send is 
the coupon today. 


errors. It automatically calculates consumption, 








fuel adjustments, penalties, and total bill 1M Dept. C. Scilla 
‘ . Madison Avenue, 
amounts. And it calculates regular and irregular | Pincan cont exe the felleering beokiet: 
: . : ; ’ O Customers’ Accounting for Electric, G4 
bills alike, at the amazing rate of 100 a minute nee Ae 
OC General Accounting for Electric, Gas, # 
Water Utilities 


Neme. 

















INTERNATIONAL BUSINESS MACHINES CORPORATION 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securitiee—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 

fident that your stockholders will support management's 

recommendations with adequate votes of approval—on 
time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





+ 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS © PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Evide-Menchex Batteries 


ASSURE DEPENDABLE POWER FOR SWITCHGEAR OPERATIONS 


Exide-Manchex Bat- 

teries are DIFFER- 

ENT in design, con- 

struction, perform- 

ance . . . differences 

you can count on for dependable battery 

service day after day ...and at a saving. 

One outstanding feature is the famous 

Exide manchester positive plate, which is 

used exclusively in the Exide-Manchex 

Battery. Other important features include: 

. . slotted plastic separators, impervious 

to chemical and electrical reaction. 

. .. plastic spacers that maintain perfect 
alignment. 


. the latest development in molded glass 
jars. 


. . heavy terminal posts with copper in- 
serts for extra conductivity. 


Combined, these Exide-Manchex features 
assure you dependable power for positive 
operation of switchgear. 


For an adequate and uninterrupted supply 
of current for central and sub-station 
services, use Exide-Manchex Batteries. 
Wherever used, you can expect trust- 
worthy performance, long battery life and 
low cost maintenance. 


1888 ... DEPENDABLE BATTERIES FOR 62 YEARS... 1950 


“Exide” and ‘“‘Manchex" Reg. Trade-marks U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Are high hauling costs 7 0! 
hort-circuiting profits? ¢=*) Ae 


we 


You can get a direct “line” to lower hauling 
costs by investing in an economical Dodge 
**Job-Rated”’ Truck! 

Such a truck will have an engine that’s “Job- 
Rated’”’ to give you power to spare. Along with 
this extra power, you’ll get maximum gas and 
oil economy! 

Every other chassis part will also be “‘Job-Rated’’ 
—engineered and sized to fit your job. Your 
Dodge Truck will cost you less to operate! 

If your haulin ng is in heavy city traffic, you’ll be 
pleased with the ease of handling of your Dodge 
**Job-Rated” Truck. If you go where roads are 
bad —or where there are no roads at all—you’ll 
like the power and oy of your Dodge 
“‘Job-Rated” Truck 

If high hauling oust are “short-circuiting’’ your 
profits, switch to economical Dodge “‘-Job-Rated”’ 
trucks. See your Dodge dealer today! 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES «e VALUATIONS « REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


REW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing — Inspections — Research — Certification 
2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$4 Ford, Bacon & Davis 
~ &D ihe a Engineers weet rm 


NEW YORK © PHILADELPHIA @ CHICAGO @ LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
I . anh Oescune Reading @ New York © Houston Genet. Gen 2 a 
Feed Water Treatment Philadelphia © Washington Accident Prevention 








—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 








TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
ILADELPHI 
CONSTRUCTION MAINTENANCE ; PH HIA TRER TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 














NOW WORKING IN FOURTEEN STATES 

















HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ’ COLUMBUS, OHIO 








Toe fu lj Teah loypowniion 


ee, ee CGN Gewese CTOR S 


1200 NORTH BROAD STREET PHILADELPHIA 21 PA 


A AND It 








WILLIAM S. LEFFLER 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 


Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 
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N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
80 FEDERAL STREET #=s BOSTON 10, MASS. 








Pioneer meee  &ERGineoring Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











SANDERSON & PORTER 
omuliadll ‘ & 2? 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Enginee 
80 BROAD STREET - NEW YORK 4, N. Y. 
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j 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sevese ong industrial W: Problems 
A neineraters, ind Buildings 
City i Reports Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 
Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 
in connection with 
tp ee. 4 Se reciation, — *§ qe 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Apgeatestie Seveptigntiens and re 
ports, des! if rvision of con- 
struction o: Public t tility Properties 


470% BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 
ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISA 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLig St., Cricaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports ond 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION Lings—UNDERGROUND DISTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHIcAco 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Reports—A 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. ¥. 
Tel. Digby 4-1910 











W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadeiphia 2, Pa. 
Tel. Rittenhouse 6-3037 





United States hie, Company, Inc. 


i . ae 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
GN — S SUPERVISION 


enue — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN 
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ence. Their products and services cover a wide range of utility needs. 
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HE safety of your employees, the welfare of 
Tae community and a major investment can 
depend on a single piece of prefabricated piping. 
That’s what piping codes are for . . . state, na- 
tional, association and insurance codes. You don't 
have to know these codes because Grinnell en- 
gineers know the “law’’ intimately, check and 
cross-check with these codes at every step from 
preparation of detailed drawings and specifica- 
tions right through bending, welding, stress re- 
lieving, heat treating, testing, final inspection, 
assembly and test runs. 
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wrewever PIPING 


Law library for piping fabricators 








That’s just one of the many advantages of hav- 
ing a piping system prefabricated by Grinnell. 

The complete “‘package’’ includes interpreta- 
tive engineering, metallurgical research, compli- 
ance with code requirements, manufacturing draw- 
ings and specifications, production schedules, pur- 
chase of materials, specialized facilities, skilled 
personnel, control of quality and rigid inspection. 

You get this complete package from a Grinnell 
prefabricated piping plant on schedule, ready for 
field erection, meeting all code requirements and 
at a real economy. 
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